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PREFACE 


By Senator Theodore Francis Green, Chairman, Special 
Committee To Study the Foreign Aid Program 


Since 1948 the United States has appropriated in excess of $50 bil- 
lion for foreign aid. During the 10-year period since the inception of 
the Marshall plan, however, the relationships among the nations of 
the world have undergone substantial change and the scope and 
nature of United States aid programs have frequently been altered. 

Although there has been a gradual decrease in the sums appropri- 
ated over these years, there has been a gradual increase in the opposi- 
tion to these programs, This increased opposition is evident in the 
votes in the Senate. 

In 1948 there were seven votes against final passage of the Marshal] 
plan. In 1956 there were 30 votes against final passage of the mutual 
security appropriation bill, equally divided between the 2 parties. 

There is serious cause for concern when foreign policy programs 
of the size and the impact of the annual mutual security acts do not 
command the support of more than two-thirds of the Senate. It 
would seem that such programs, if they are to be successful in pro- 
moting the national interest, should be of a kind to enlist. wider 
congressional and public support. One of the reasons for the con- 
stitutional requirement of a two-thirds majority for consent to rati- 
fication of treaties is that the Nation. when it sneaks in foreign policy, 
should speak with a strong, united voice. Foreign aid programs 
cannot achieve their full potential unless they draw support from the 
American people. 

The trend of increasing opposition to these programs would seem 
to indicate either that their purposes have not been clearly understood 
or that there is a growing belief that they have in some way failed to 
serve the national interest. In either event, the trend must be re- 
versed either by clarifying the relationship between the programs and 
the national interest or by changing the programs so that they may 
more clearly serve the national interest. 

Tt was as a result of considerations of this kind that the Senate on 
July 11, 1956, passed Senate Resolution 285, creating the Special 
Committee To Study the Foreign Aid Program. The Senate in- 
structed this special committee to make— 


exhaustive studies of the extent to which foreign assistance 
by the United States Government serves, can be made to 
serve, or does not serve, the national interest, to the end that 
such stndies and recommendations based thereon may be 
available to the Senate in considering foreign aid policies for 
the future. 


The snecial committee is composed of all members of the Commit- 
tee on Foreign Relations and the chairman and ranking minority 
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members of the Senate Committee on Appropriations and the Senate 
Committee on Armed Services. 

Without limiting the scope of its inquiry, the special committee 
was instructed to direct its attention to the following matters: 


Sec. 3. The committee shall, without limiting the scope of 
the study hereby authorized, direct its attention to the 
following matters: 

(a) The proper objectives of foreign aid programs and the 
criteria which can be used to measure accomplishment. 

(b) The capability of the United States to extend aid in 
terms of the Nation’s economic, technical, personnel, and 
other resources. 

(c) The need and willingness of foreign countries to re- 
ceive aid, and their capacity to make effective use thereof. 

(d) The various kinds of foreign aid and alternatives 
thereto as well as the methods by which and conditions on 
which aid might be furnished. 

(e) The related actions which should be taken to make for- 
eign aid effective in achieving national objectives. 


In the conduct of its study the committee was instructed to make— 


full use * * * of the experience, knowledge, and advice of 
9 ’ 
private organizations, schools, institutions, and individuals. 


It was authorized to enter contracts for this purpose and not to exceed 
$300,000 was made available to meet the expenses of the committee. 

Since the special committee was instructed to transmit the results 
of its study to the Senate not later than January 31, 1957,’ and in view 
of the shortness of time available for its work, a small executive com- 
mittee was constituted to supervise the detailed research work for 
the full committee. The executive committee upon instructions from 
the full committee outlined a series of research and analysis projects 
to be undertaken by private institutions in the United States. 

The executive committee has concluded the following contracts 
covering 11 major research projects: 


Project No. 1—Military assistance: 

Part A: The Policy: Contractor—The Institute of War and 
Peace Studies of Columbia University, New York City. 
Part B: The Program: Contractor—Systems Analysis 

Corp., Washington, D. C. 
Part C: Military Review and Evaluation. 

Project No. 2—The Objectives of United States Economic Assist- 
ance Programs: Contractor—The Center for International 
Studies of the Massachusetts Institute of Technology, Cam- 
bridge, Mass. 

Project No. 3—Foreign Assistance Activities of the Communist 
Bloc and Their Implications for the United States: Contrac- 
tor—Council for Economic and Industry Research, Washing- 
ton, D. C. 


1By 8. Res. 35, adopted by the Senate on January 30, 1957, the time for reporting by 
the special committee was extended to June 80, 1957, and $75,000 of the $82,000 left 
over from the original fund was made available for the work of the committee. 
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Project No. 4—American Private Enterprise, Foreign Economic 
Development, and the Aid Programs: Contractor—The Ameri- 
can Enterprise Association, Inc., Washington, D. C. 

Project No. 5—The Use of Private Contractors in Foreign Aid 
Pro ame Contractor—Jerome Jacobson Associates, Washing- 
ton, D. C. 

Project No. 6—The Role of Foreign Aid in the Development of 
Other Countries: Contractor—The Research Center in Eco- 
nomic Development and Cultural Change of the University of 
Chicago. 

Project No. 7—The Foreign Aid Programs and the United States 
Economy: Contractor—The National Planning Association, 
Washington, D. C. 

Project No. 8—Agricultural Surplus Disposal and Foreign Aid: 
a i Mai National Planning Association, Washington, 

Project No. 9—Foreign Aid Activities of Other Free Nations: 
Contractor—Stuart Rice Associates, Washington, D. C. 

Project No. 10—Personnel for Foreign Assistance Programs: Con- 
tractor—Louis J. Kroeger & Associates, San Francisco. 

Project No. 11—The Administrative Aspects of United States 
Foreign Assistance Programs: Contractor—The Brookings In- 
stitution, Washington, D.C. 


The committee also made arrangements with the following 10 
individuals to conduct “on-the-spot” surveys of foreign aid programs 
in different geographic regions of the world as follows: 


1. Former Ambassador Norman Armour: Cowntries—Greece, 
Turkey, and Iran. 

2. Mr. Hamilton Fish Armstrong, editor of Foreign Affairs: 
Countries—Lebanon, Iraq, and Jordan. 

3. Former Ambassador David K. E. Bruce: Countries—Peru, 
Chile, Argentina, Uruguay, and Brazil. 

4. Former Ambassador Jefferson Caffery: Cowntries—Portugal, 

Spain, France, Italy, and England. 

. Dr. John A. Hannah, president, Michigan State University : 
Countries—Korea, Japan, Formosa, and the Philippines. 

6. Mr. William Randolph fear: Jr., president, Hearst Consoli- 
dated Publications, Inc., and editor in chief of Hearst News- 
papers: Countries—Norway, Denmark, and Western Ger- 
many. 

. Mr. Giant Johnston, chairman of the board of the United 
States Chamber of Commerce : Cowntries—Burma, Thailand, 
Cambodia, Indonesia, Laos, and Vietnam. 

8. Dr. Lewis Webster Jones, president, Rutgers University: 

Countries—Pakistan, India, Afghanistan, and Ceylon. 

9. Mr. James Minotto, former MSA Chief in Portugal: Coun- 
tries—Cuba, Haiti, Dominican Republic, Panama, Costa 
Rica, Nicaragua, Honduras, E] Salvador, Guatemala, and 
Mexico. 


or 
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10. Mr. Allan B. Kline, former president, American Farm Bureau 
Federation : Country— Yugoslavia. 


Kach of these contractors and individuals has submitted a report to the 
committee. 

This study of Foreign Aid Activities of Other Free Nations was 
designed to help the committee find answers to subjects covered in an 
outline prepared by the committee staff. A copy of the outline appears 
in appendix C. [See p. 91.] 

The study was prepared for the committee by Stuart Rice Asso- 
ciates, Inc. 

This report has been printed for the use of the Special Committee 
To Study the Foreign Aid Program, and does not necessarily reflect 
the views of the committee or of any of its members. 
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LETTER OF TRANSMITTAL 


Stuart Rice Assocratss, 
Washington, D. C., December 31, 1956. 
The CHAIRMAN, 
Special Committee To Study the Foreign Aid Program, 
United States Senate, Washington, D.C. 


The period we cover in this report is in general 1952-55; though 
data for 1956 are included when available. During these years much 
the larger part of the foreign aid extended by other free nations was 
attributable to a few European powers which were deeply concerned 
with unrest in their present or former colonial possessions. Their aid 
was primarily extended to these territories, which at the same time 
contain the bulk of the free world’s economically underdeveloped 
areas. Substantial amounts of economic assistance, as we define it, 
were also channeled by these powers through capital subscriptions to 
the International Bank for Reconstruction and Development, but re- 
turned to them in the form of their own borrowings. 

In assembling our data, great latitude of interpretation has been 
required and this necessity has reduced the precision of many of our 
findings. The terminology used in our sources is not always clear and 
may differ among nations. The classification and even the identifica- 
tion of “foreign aid,” as distinct from other forms of expenditure or 
activity, must often be arbitrary. For example, there may be doubt 
whether a particular international loan should be regarded as aid to 
the borrower, as an ordinary business transaction, as a means of 
political pressure, or as some combination of these. In this instance, 
we have followed the usual practice of classifying as foreign aid those 
loans to other governments or their nationals which are made to run 
for 5 years or longer; but it is often impossible to distinguish between 
investments yielding profit and loans (or grants disguised as loans) 
for some political, welfare, or other objective. 

Within the veritable maze of foreign assistance activities we have 
sought to maintain, as consistently as possible, several major but cross- 
cutting distinctions. The first is between military, economic, and 
technical assistance programs. The first is often difficult to separate 
from expenditures for the direct defense of the country making them. 
Military costs to the United Kingdom in Kenya and to France in 
North Africa provide illustrations. Moreover, much economic aid 
is in the form of “defense support” and may be regarded as either mili- 
tary or economic in character, according to the point of view. 

Economic assistance may take several forms: (1) government 
grants, loans, and investments; (2) private investments; (3) relief and 
rehabilitation to individuals. ‘Technical assistance is usually ex- 
tended through public channels, though private activities for this pur- 
pose as well as for relief and rehabilitation must be recognized; and 
there are various cross-cutting or intermediate categories. 
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A second major distinction throughout the report is based upon the 
vehicle, or channel, of assistance. These are of three main forms: 
(1) Bilateral, in which aid is extended from one nation to another 
without an intervening medium of consultation or administration; 
(2) Multilateral, through the United Nations and its specialized and 
regional agencies; (3) Regional, in which the mechanism is not usu- 
ally regarded as part of the United Nations system. These categories 
are somewhat overlapping; thus the Colombo plan, which we cite as a 
regional vehicle of assistance, has often been termed “coordinated 
bilateralism.” 

Still another basis for grouping our data pertains to the country or 
group of countries in which the aid originates. Under our assignment 
nonfree countries are excluded; and the United States is considered 
only for purposes of comparison with other free nations. Africa, too, 
is usually missing in our summaries, for the simple reason that aid 
if extended by most of the countries in that continent is negligible. 
This leaves the following groups of countries which, though not in 
all cases contiguous, can usefully be considered together; (a) West- 
ern Europe; (6) developed countries of the Commonwealth; (c) 
South Asia and the non-Communist countries of East and South- 
east Asia—which, for convenience, we have frequently designated the 
“Western Pacific’; (d) Latin America; (e) the Middle East. We 
have sought to avoid the use of terms which, like “Far East,” imply a 
Western point of reference which is sometimes offensive to Eastern 
peoples. 

Our indebtedness for assistance received, especially in obtaining the 
data employed in our report, is extensive. It includes members of the 
staff of the Senate Special Committee To Study the Foreign Aid 
program, colleagues engaged in other committee studies, representa- 
tives of international organizations and foreign governments in Wash- 
ington, and personnel of Federal agencies concerned with foreign aid 

roblems. The sources of some of the data we present are classified. 
Wherever possible, our sources are indicated at the points where 
data first appear. 

Participating in the study were Philip G. Beck, Lila C. Cornwall, 
Libert Ehrman, Helen O. Molnar, Denys P. Myers, Jeremy C. Ulin, 
Leslie A. Wheeler, and the undersigned as study director. 

Sincerely yours, 
Sruart A. Ricr, President. 





SUMMARY OF FINDINGS 


1. Total public foreign assistance by free nations other than the 
United States during the years 1952-55 was in the neighborhood of 
$6 billion, or $114 billion per year. Of this, economic and technical 
assistance amounted to 53 percent, relief and rehabilitation to 3 percent 
and military aid to 44 percent. Western European nations provided 
approximately 69 percent of the total; Canada, Australia, and New 
Zealand together 26 percent and other nations of the free world 5 
percent. More than half of the $6 billion was contributed by France 
and the United Kingdom. 

2. Of the foregoing, military aid totaled about $2.6 billion, of 
which $560 million was extended by the United Kingdom, France, 
and Spain, largely to their overseas territories; Canada gave $1.2 
billion to NATO nations and to support of NATO. The largest por- 
tion of the remainder represents contributions to NATO infrastruc- 
ture and administration. 

3. Aid programs of other free nations have been directed primarily 
to their overseas territories. Thus, 90 percent of the bilateral public 
aid extended by the United Kingdom and France, the largest con- 
tributors, was so directed. 

4. Relative to their estimated capacities, the combined public 
expenditures for foreign aid of other free nations are about two-thirds 
as great as those of the United States. Nations with limited inter- 
national interests spent proportionately smaller amounts. France and 
Canada expend relatively more than the United States—especially 
noteworthy in the case of Canada because it lacks the global respon- 
sibilities and political power of the United States and the extensive 
colonial interests of France. 

5. In 1955, the aggregates of net bilateral public economic and tech- 
nical assistance, together with aid in the form of net private investments 
and long-term loans, were approximately equal for the United States 
and for other free nations combined. Contributions to capital funds 
of the International Bank for Reconstruction and Development, made 
several years earlier by the United States and some other members, 
are not included in this equation. If by some valid accounting pro- 
cedure they could be included, there would be a substantial excess on 
the side of the United States. The approximate equivalence noted as 
now existing seems likely to continue. 

6. Net foreign investments by Western European nations and 
Canada, totaling somewhat above a half billion dollars in 1955, slightly 
exceed those of the United States. The United Kingdom, more than 
any other country, has employed private investment as a channel for 
assistance to other countries. 

7. Other free nations make principal use of United Nations chan- 
nels for technical assistance, relief, and rehabilitation. Their contri- 
butions to United Nations technical assistance programs have 
increased more rapidly, both in amount and relatively, than have 
those of the United States. In relation to capacity to extend foreign 
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aid, Australia, Italy, the Netherlands, New Zealand, Norway, and the 
United Kingdom have contributed more than the United States to 
United Nations relief and rehabilitation programs. The United 
States makes principal use of bilateral channels of assistance for these 
purposes. 

8. Capital subscriptions and investment funds from the United 
States supply about 70 percent of the capital available for loans by 
the International Bank for Reconstruction and Development. Capital 
subscriptions to the bank from the free nations of Western Europe 
are their largest international channel for extending economic aid to 
other countries. However, their borrowings from the bank exceed 
their paid-in subscriptions to it. 

9, The Colombo plan for regional coordination of assistance activi- 
ties brings donors and recipients together for the development of 
economic and technical programs. It reconciles the sensitivities of 
newly formed nations with the national interests of the United King- 
dom and the more advanced nations of the Commonwealth. Its con- 
ceptions and techniques are consistent with the provisions of the 
Mutual Security Act of the United States and could be borrowed for 
the more effective administration of that act. 

10. Regional defense pacts have encouraged cooperation with the 
United States by nations whose defensive interests are more narrowly 
limited than our own. On the whole, they are well organized and 
coordinated in their activities. 

11. Factors responsible for the existing degree of successful co- 
ordination of aid programs among the United States, other free 
nations, recipient countries, and multinational organizations include: 
the utilization of certain formal coordinating mechanisms; initiation 
of projects within the countries to be aided; the creation of regional 
coordinating procedures within such organizations as the OEEC 
and the Colombo plan; the development of “interlocking directorates” 
among the agencies extending aid; and the development. of informal 
habits and patterns of consultation among them in the field. Parallel 
instructions to resident missions of different countries or organizations 
facilitate these devices. 

12. Lessons for the United States from the experience of other free 
nations include the following: Agreement should be reached on an 
overall development plan before aid is extended; funds should be 
committed for periods long enough to insure completion of the pro- 
gram undertaken; technical assistance should include training and 
apprenticeship, should usually precede economic development, and 
should operate on a continuing and not on a year-to-year basis; and 
funds should be available for emergencies if development is not fre- 
quently to be set back. 

13, Foreign aid is a means of implementing foreign policy but is not 
an end in itself; it is motivated by national self-interest, “enlightened” 
or otherwise. Unless it seeks the security of friendly peoples, or assists 
in raising levels of living in underdeveloped nations, or helps to create 
the conditions of a peaceful world order, or all of these goals, it is 
neither enlightened nor in the self-interests of peaceful and industrial- 
ized nations. 

14. A wish to preserve or develop economic relationships has been 
an important motive in the aid programs of other free nations. The 
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prospect of future economic advantages has provided strong incen- 
tives. However, political considerations ‘sonal whe even more promi- 
nent in their motivations. These considerations relate to threats of 
military aggression and ideological penetration; and also to the main- 
tenance of national influence and the privileged status of the donors’ 
nationals in the recipient country. 

15. Population growth, unless checked, may outrun improvements in 
levels of living in underdeveloped areas. Capital investments on a 
greatly increased scale, programs to further family limitation, and 
liberalized immigration policies on the part of underpopulated nations 
are possible devices to prevent this. Explosive possibilities are latent 
in a failure to find solutions. 

16. The military and economic aid required under defense pacts 
-xannot always be sharply distinguished. The importance for defense 
of the economic and social well-being of peoples within the security 
system was early recognized. Slower r of rec ognition has been the im- 
portance to western nations of the sympathetic and moral alignments 
of uncommitted peoples of Asia and Africa. The well-being and 
development of these peoples, although outside the system of military 
and political alliances, is increé asingly understood to be, as the Mutual 
Security Act asserts, an integral element in free world security. 

17. Continued support of United Nations programs of technical 
assistance is in the national interest of the United States. There is 
no existing international agency to make grants and loans of economic 
infrastructure types. W hile such an agency is needed, the proposed 
Special United Nations Fund for Economic Development (SUNFED) 
is open to serious objections. It might not be able to resist pressures to 
finance enterprises of questionable ‘character, since this would require 
standards of “banking” type, equivalent in their rigor to those em- 
ployed by the International Bank in advancing funds for self- -liqui- 
dating projects. 








CONCLUSIONS AND RECOMMENDATIONS 


In the light of findings in this report, the Special Committee To 
Study the Foreign Aid Program may wish to consider recommending 
that the Congress: 

1. By amendment of the Mutual Security Act or other means of 
expression, seek to create among other peoples a clear understanding 
of the motives of self-interest which prompt the United States to 
extend foreign aid, together with the limitations to which that aid is 
subject; seek to bring about an identification by economically under- 
developed peoples of their own well-being and self-esteem with those 
interests of the United States which impel it to extend foreign aid; 
express the desire of the United States to assist these peoples to achieve 
their aspirations for economic and social development through self- 
help, cooperative effort, and the formulation of comprehensive and 
realistic development plans; express its hope for their ultimate libera- 
tion from needs for foreign aid as a result of their constructive efforts 
and their development of sound foundations for domestic institutions. 

2. By amendment of the Mutual Security Act, by resolution or by 
other appropriate means, reiterate and emphasize its intent that all 
foreign assistance programs of the United States should be so planned 
and scheduled as to make the greatest possible contribution to the 
economic development of the countries receiving aid; to this end pre- 
scribe closer coordination between military and civilian agencies of 
the United States Government in planning and processing aid pro- 
grams under their respective jurisdictions; prescribe the maximiza- 
tion of offshore procurement under all aid programs to the greatest 
practicable extent. 

3. By amendment of the Mutual Security Act or by request ad- 
dressed to the President, attempt to secure a closer coordination within 
specific regions of the bilateral economic and technical assistance 
programs of the United States with the interests and activities of local 
governments, multinational agencies and private organizations; to the 
end that the conceptions and type of relations embodied in the Co- 
lombo plan be utilized in the administration of foreign aid programs 
of the United States. 

4. Take steps to explore the possibility that the charter and proce- 
dures of the International Bank for Reconstruction and Development 
might be so interpreted or altered as to enable it to supervise the exten- 
sion of grants and nonself-liquidating loans intended to provide the 
infrastructure of development in underdeveloped countries; and mean- 
while withhold Senate approval of the proposed Special United 
Nations Fund for Economic Development. 

5. By appropriate action, initiate a request through diplomatic 
channels for membership of the United States in the Commission for 
Technical Cooperation South of the Sahara, as a preliminary step 
toward participation by the United States in an enlarged regional pro- 
gram 0 masiilletena! technical assistance within that area. 


xv 








XVI CONCLUSION 


6. By appropriate action, initiate steps to be taken through diplo- 
matic channels to bring about a regional plan for economic and techni- 
cal assistance in the Middle East, involving as participants the United 
+ een interested Western European nations and governments within 
the region. 

7. By appropriate action, seek assurance that in all United States 
programs of economic and technical assistance to underdeveloped 
areas attention is given to the importance of obtaining improvements 
in levels of living at a faster rate than population increase; and that 
exploration is made of available measures to secure such a net gain 
in levels of living. 

8. Establish as policies governing appropriations of foreign aid 
funds: (1) that funds remain available for sufficient periods of time 
to complete projects undertaken; (2) that preference be given by the 
President, in his allocation of funds, to projects related to overall 
plans of economic development in countries receiving them; (3) that 
preference be given to projects designed to develop competent tech- 
nicians and administrators and to provide the infrastructure of eco- 
nomic development; and (4) that the President be requested to obtain 
assurances that competent economic surveys have validated the sound- 
ness of projects before they are undertaken, together with assurances 
that statistical and accounting procedures in the countries concerned 
are adequate to permit such surveys and to record the progress and 
results of projects undertaken. 
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CHAPTER I 


SIZE AND CHARACTER OF FOREIGN AID BY OTHER FREE 
NATIONS 


The findings of fact upon which we base our conclusions and recom- 
mendations are presented in this chapter. Section A is an overall 
summary of the expenditures and activities of free countries of the 
world, apart from the United States, to assist countries other than 
themselves. It also compares the aid they extend with their capacities 
to extend it, using the aid given by the United States as a standard of 
comparison. Sections B, C, and D deal with the principal channels 
through which aid is given, referred to as “bilateral,” “multilateral,” 
and “regional,” respectively. In section B on bilateral aid, data are 
separately grouped together for the Western European nations as a 
idcde for some individual European and non-European free nations, 
and especially for France and for the United Kingdom—these two 
being the largest single contributors of foreign assistance other than 
the United States. 

A, GENERAL SUMMARY 


During the period 1952-55, inclusive, other free nations expended 
through public channels approximately $6 billion, or about $1.5 billion 
per year, to assist countries other than themselves. This total excludes 
private investments and such nonpecuniary forms of assistance as 
trade preferences, to which no precise monetary value can be attached. 
It includes many separate estimates for which accurate data are lack- 
ing. Of the estimated total, economic and technical assistance 
amounted to 53 percent, relief and rehabilitation to 3 percent, and 
military aid to 44 percent. Western European nations provided ap- 
proximately 69 percent; Canada, Australia, and New Zealand to- 
gether, 26 percent; other nations of the free world, 5 percent. These 
figures are shown in table 1. More than half of the $6 billion total 
was contributed by France and the United Kingdom. 


1 
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Taste 1.—Total amounts of public foreign assistance by other free nations 
during the approximate period 1952-55 * 

























































































[ Millions of dollars) 
Economic and technical Relief 
assistance and Mili- 
Geographic area rehabil- tary ? Total 
itation 2 
Total |Economic) Technical 
Total, all “other free nations’’....- 3,229.6 | 3,167.0 62.6 162.4 | 2,651.8 6, 043. 8 

eo ek ll 2,630.1 | 2,630.1 |........ 2.2) 559.5] 3,191.8 

penton s fis. 303.0} 34601 47.0| 160.2|..-...... | 553.2 
I i inn es linn ememen apie SE Roki enue 47.0 I Be iret canal 207.2 
MME 4i.402423.0204. 2 346.0 Me i Toh ls St 346.0 

tit st Serie xt 206.5} 190.9 GEO Lo cieccnses | 2,002.3 | 2,208.8 

Western Europe...........-.----.-------- 2,737.5 | 2,707.2| 30.3] 106.7| 1,336.4] 4,180.6 
et ee ee 2,567.2| 2,667.2| (  |-.-.------ 557.4 | 3,124.6 
International.....-..----------------- 165.0 140.0 25.0 106.7 |.........- 271.7 

ETL oot an anaeneeeea nll ot 25.0 hg Mite a, as 131.7 
FINE Odi hii baidiicks deta Rend - 140.0 BO hcl tia aceicies- 140.0 
beget US ila Ot OO) Fi OSL $779.0 784. 3 

Developed commonwealth countries--.._. cm 279.8 ia 262.8 | 17.0 23.9) 1,275.0 1, 578.7 
aati te, Become erate a ee 1.6 
International. .................-.....- 81.0 73.0 8.0 SF ta 104.7 

ek eB iW nttonases 8.0 Teo 23a 31.7 

Seether towns gece) 73.0 OR Oleic! task ba cacslae. cua a 73.0 

meenentg 3.00) seh 197.4| 188.4 0 bili “|#1,275.0| 1,472.4 
——_————— ———_— I ————— 

Other free nations.........................| 2123 197.0} 15.3 31.8 40.4 284. 5 
ill ec elt lial tet: Y “eT at 20; 21 65.6 
I atiidinnpiidibitdcmnien nied samt 147.0 133.0 14.0 SOc. tdi 176. 8 

UN memaiiem...o....<- bane wo LLnt | 14.0 Te 43.8 
DE Mitts saptbacecadscncens! 133.0 MER O foc. n once, ioc aceasbbemseevoia 133.0 
— | ————— | —— 

BEORAS SNOT B9i. Wii 3.8 25 1.3 | eb dese | 38.3 | 42.1 





1 Note explanation and qualifications in text. 

2 Coatrpyatians to ICEM, UNICEF, UNKRA, and UNWRA, plus a small amount of bilateral emer- 
gency aid. 

3A large pet of the figures in this column pertain to NATO. See discussion in sec. E of this chapter. 

4 Included with economic. 

5 Includes technical assistance under the U. N. expanded program plus estimated contributions through 
regular budgets of the U. N. specialized agencies. 

6 Estimates for Western Europe made after study of unpublished analyses by OE EC. 

7 United Kingdom economic aid under Colombo plan is classified as bilateral. 

§ Estimates of regional military expenditures include contributions to cost of infrastructure and adminis- 
tration. Compare our discussion in sec. E of this chapter. Canadian figures include military aid given by 
Canada to NATO nations. 


Although private investment is not included in table 1 and esti- 
mates of its volume may be in error by as much as 50 percent, no 
picture of the outside resources available to underdeveloped countries 
can be complete without it. Studies by European organizations, the 
International Cooperation Administration and other United States 
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agencies support the estimate that net foreign investments by Western 
European nations, including the United Kingdom, were between 
$500 million and $600 million in 1955; and by Canada, some $10 mil- 
lion in the same year. The aggregate—$510 million to $610 million— 
is of a magnitude at least 40 percent as great as that of the forei 
assistance extended in 1 year from public funds by free countries 
other than the United States. The comparable estimate of new private 
investment by the United States is $500 million, or slightly less than 
the figure for Western European nations and Canada acaaitinel 

The giver of aid should be judged not alone by the size of his con- 
tribution but also by the resources out of which he contributes. We 
have attempted to measure the foreign aid extended by certain free 
nations against the yardstick of their capacity to extend it, using the 
contributions of the United States as a standard. The expenditures 
which would represent the same relation to a nation’s capacity as do 
those of the United States, we have termed its “parity.” The indexes 
of relative capacity to extend foreign aid, by means of which parities 
have been calculated, are as follows: * 


RT I i iid ceili OI cai a 2.8 
alas 2. S|, NetRerION 8. ocean nnerne 1.2 
BURR Sorc clk be ati so og oss 0.5| New Zealand_..._._.-...._.... 0.6 
Ws i ee a Re Ti a ie os ee as 0.7 
CI iat sand ieoaseerdatrasiniiecneiaiend Dh PI nines enacinnsibibeneietioen adie ycchhee 
TINIE Si icici latices hha apa ©, 0:1 Cee oe adele 1.6 
SIN ore ee as GS Fer al rece tees naan ee 2% 
I i A ae F..O:1, RINNE bo ccncnamand 1.6 
Geemany:: (Weat) si joi wo 5.8] United Kingdom _____-..._--_- 10. 7 
i ee ed ee ee 2.9! Union of South Africa__..._-___ 0.7 


Table 2 shows the estimated public expenditures for foreign 
aid actually extended by several free nations, the expenditures that 
would have represented their “parity” in conformity with our indexes, 
and the ratios between these figures. France appears as the nation 
with the heaviest public expenditures for foreign aid, relative to 
capacity. On this basis they are half again as large as those of the 
United States. French assistance has been directed mainly to its pres- 
ent or former dependent territories, which have been seething with 
unrest. At the opposite extreme, relatively small amounts have been 
expended by nations with limited political, economic or strategic 
interests exterior to their own boundaries. Between extremes is the 
United Kingdom, whose assistance expenditures appear in table 2 
as only one-half of its “parity.” However, it must not be overlooked 
that long-term private investments, of which the table takes no ac- 
count, have a larger role in the foreign assistance programs of the 
United Kingdom than in any other nation. 


1 See appendix A for an account of the data and procedures upon which these indexes 
are based and some of the limitations to which their application in this report are subject. 
No indexes have been calculated in the case of nations for which the required data were 
deemed inadequate. 
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TABLE 2.—LHstimated public ewpenditures for foreign aid compared with national 
capacities, 1952-55, inclusive * 

















II Ill IV v 
Relative Total Parity Ratio: Ex- 
Country ? capacity to expendi- expendi- penditures 
extend aid 3 tures ! tures 3 to “parity” 4 
Percent Millions Millions 

nee iaumaen 100. 0 4 $20, 300 $20, 300 100.0 
Ne cemecean 2.3 81 467 17.3 
i. ticatbcsmoddidmatednstibknginabns 1.7 100 345 28.7 
I le at, lw ets nd pipiens 6.2 1, 466 1, 259 116.4 
Neen eT ee naman 9 40 183 21.8 
ee i euinuinebdbdunbh 7.9 2, 425 1, 604 5151.2 
es 2.9 100 589 17.0 
tien etna adacéhecdussaneow .6 13 122 10.7 
ec enel sod. n ns sb itnaeninntdiplienade 1.2 62 244 25. 4 
it ns ante cna paenamomeeeesih on 36 142 25. 4 
DUNN IES oi es ee ed .3 23 61 37.7 
I cl i 1.6 30 325 9.0 
ee. te Tie cb onwe oben 2.1 yy 426 2.1 
I i cll mines 10.7 1, 064 2,172 6 49.0 
Union of South Africa.....................- be 142 5.6 
Total (United States excluded)_..........|......--.--- ‘. 5, 457 8, 081 67.5 





1 Total public expenditures include (a) contributions to United Nations technical assistance; (6) bilateral 
and regional economic and technical assistance; (c) subscriptions to the capital of the International Bank 
for Reconstruction and Development as follows: 2 percent downpayment, plus that part of an additional 
18 percent of the initial subscription actually loaned prior to June 15, 1955, plus certain upward adjustments 
(aggregating $10 million) to reconcile these amounts with certain data obtained from other responsible 
sources; (d) expenditures for relief and rehabilitation through United Nations agencies; (e) military assist- 
ance, bilateral and through NATO. Certain of these data have been obtained from classified sources and 
cannot therefore be presented in detail. 

2 Only free countries which have extended —— amounts of aid, or for which summarization has 
been possible are included. It should be noted that several of these nations were nonmembers of the organi- 
zations granting aid at the time the expenditures here recorded were made. 

3 The relatives in column II are based upon data for the period 1951-53, inclusive. They are applied to 
the expenditures in column III, which relate to the period 1952-55 inclusive. This factor and others intro- 
duce an undetermined amount of error into the figures in columns IV and V. The use of United States aid 
as a basis for comparisons, with its expenditures equaling 100 percent of “ parity,’ does not imply an opinion 
that its capacity to extend foreign aid has reached its maximum, or could not be increased. 

4 The total of United States aid has been taken from chapter II of “ Administrative Aspects of United 
States Foreign Assistance Programs” by the Brookings Institution, in this series of reports, by combining 
figures for separate years there given. 

5 As pointed out in the text, the relatively high expenditures of France are attributable in large part to its 
developmental efforts and military po with dependent territories. 

6 More than any other country, the United Kingdom has employed private investment as a channel for 
assistance to other countries. Its private investments abroad, which do not appear in this table, have been 
reliably estimated as net $300 million in the year 1955. This compares with an aggregate of nearly the same 
net volume of investments by the rest of Europe, with an average of about $500 million of net investment in 
each of the years 1953-55 by the United States and $10 million net in 1955 by Canada. 


In relative terms, the second largest expenditures for foreign aid by 
any nation are made by Canada. Without colonies like France and 
without the worldwide responsibilities inhering in the United States 
by virtue of power and size, Canada’s expenditures for foreign aid in 
relation to its capacities exceed our own by one-sixth. 

The United States supplies a huge proportion—perhaps as much as 
half—of the industrial production of the world. It receives a cor- 
responding share of world income. When measured against its huge 
concentration of capacity to contribute, the scattered contributions to 
foreign aid of other and weaker free nations total up to amounts not 
notably disproportionate to our own. 

This is best shown by comparisons of bilateral economic and tech- 
nical assistance, which are siielivey free from the political and stra- 
tegic considerations that affect military expenditures. In 1955, total 





FOREIGN AID ACTIVITIES OF OTHER FREE NATIONS 5 


bilateral economic and technical assistance was divided somewhat as 
follows: 


(Millions of dollars] 
From From 
public private Total 
sources sources 
Br Cia Theta Bee on iviicins ok wns g dente decpipwantdpeeeds 910 500 1,410 
Te CORE BNO aii oc core vnccceccseseusecetnennninpained 800 510-610 1, 310-1, 410 


Oe Ne ee ee 1,710 | 1,010-1,110 | 2, 720-2, 820 


The question frequently raised as to the extent to which the rest of 
the free world is carrying its “fair share” of the burdens of foreign 
aid is illuminated by these figures. 


B. BILATERAL AID BY OTHER FREE NATIONS 


1. The free nations of Western Europe 


About $314 billion were provided by free nations of Europe to 
underdeveloped areas through bilateral channels of public assistance 
during the 4 years 1952-55. This includes both economic and mili- 
tary aid but excludes contributions through the United Nations, the 
International Bank for Reconstruction and Development, and such 
regional bodies at NATO. The 4-year totals for individual countries 
for which data are available during the period are shown in table 3. 


TasLE 3.—Bilateral public economic and military assistance by free European 
nations to overseas territories and other underdeveloped independent coun- 
tries, 1952-55, by country totals 


[Millions of dollars] 




















Amount | Percent | | Amount | Percent 
Belgium: Economic.......... SEO Eb incsassccs | United Kingdom: | 
France: es ae 640. 8 80.4 
I 6 wincuttaitincunn 1, 816.3 $2.1 MAMReoibi sca ccs secs 156. 8 19.6 
SG iiocicsenccis 395. 8 17.9 || Others: Economic..........- OB hin csnsswais 
Italy: Economic.............- Bae ©. iccusnadane 
Norway: Economic... .-....... OF icwcvicsce Bo, RE a ee ee 3, 124.6 100. 0 
Portugal: Economic.......... GB. 0 inaccacccne ————_—|—_———- 
Spain: Economic. ......-.------- 2, 567.2 82.2 
Deomenis........,2.58..<.-. 24.5 83. 6 | Miltery. <5 soc 557.4 17.8 
EE co nncedtedcscwbascan 4.8 16.4 





Behind the totals in table 3 are significant shifts between the mili- 
tary and economic components of European bilateral assistance. 
These are largely due to changes in the expenditure pattern of 
France. Of the 4-year figure shown for military aid by that country, 
$314.3 million pertains to the first half and only $81.5 to the second 
half of the period. Although the military expenditures of the United 
Kingdom increased in the 2 periods from $73.1 million to $83.7 million, 
and those of Spain from $2 million to $2.8 million, the effect for the 
area as a whole is given the appearance of a transfer from military to 
economic forms of bilateral assistance. Whereas in 1952 the first was 


*Based upon unpublished information compiled by the International Cooperation Ad- 
ministration. Gaps and duplications in the data undoubtedly exist, while the conversion 
of local currencies to dollar equivalents introduces further error, probably in the direction 
of understatement of the purchasing power of the aid given. 
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one-fourth of the total, by 1955 it was little more than one-tenth. 
Moreover, between these years the total Western European bilateral 
assistance expenditures increased, though irregularly, by approxi- 
mately 10 percent. 

A more detailed breakdown of figures roughly equivalent to those 
shown in table 3 but for the single year 1955 is presented in table 4. 
This throws light upon both the form of aid extended and its 
destination. More than 90 percent of the total was given to present 
or recent overseas territories of free European nations. Of this, 
France supplied about two-thirds and the United Kingdom about one- 
fourth. The larger part was in the form of public investment for 
economic purposes, along with the technical assistance necessary to 
guide its expenditure. 

It seems likely that the upward trend of public economic assistance 
by Western Europe as a whole, previously noted, will continue. This 
expectation results from new economic assistance programs now under 
consideration in Germany, the Netherlands, and elsewhere; and from 
the potential economic commitments of France and the United King- 
dom in the Middle East and Africa. 

It is noteworthy that of the total volume of bilateral foreign assist- 
ance included in tables 3 and 4, approximately 96 percent was con- 
tributed by 2 countries, France Pg the United Kingdom, to which 
individual attention will now be given. 


TaBLeE 4.—Bilateral public economic, technical, and military assistance to over- 
seas territories and other underdeveloped independent countries, by major 
European donors, and type of aid, 1955 * 























{Millions of dollars] 
Other 
France | United free Known 
Kingdom! European! total 
countries 
Fe BIG, once wweennceescoqanseghtboiatgthp ade es resoeene 561.2 223.7 32.7 817.6 
Economic and technical assistance to..............-.. ieee 522.0 , 180. 4 31.1 733. 5 
ER ing onsiaiaiennagemudahtheorewedseun> 519. 2 150.1 28.4 697.7 
I itn oie ae ee hey 505. 2 79.8 8.0 593. 0 
I cincckneseccpeebbidlndnnndh Mite nc cians 196. 4 53. 2 8.0 257.6 
i bibcGnsakaieericapetacsiseanubebbbuvadnnn 277.0 BO. Saseoate 303. 6 
ID nc jackidsimnsestioniadtipieaciceses re a 31.8 
ee i oi oki dcitiinkg th viaccess 14.0 70.3| 2.4| 1047 
CE aban pdaiectcdctedusaene leds on adiet owed (?) 48. 5 7 a 
BS Bit bic cd ded tdchen dubine deen (2) 21.8 ee Stee ne 
UGE SUD dks Wad occ ag toc ctocnacccccckinonsstese “a 2.8 30.3 2. 7 35. 8 
NN eer eee li aeattnine () 24.3 | 2.7 27.0 
ONG dian tddiadhindahdicubvsbsbiadcstesesdoud (?) BO Tedd tenon 6.0 
Military assistance to..............----------.--------e---+ 39.2 | 43.3 16 84.1 
SPORE CENEIINIDD cade pcckobeeechabsucqecotbeqquececes 39. 2 15.3 1.6 56.1 
SU SI hehe a pn cde died pwkddnddbdhscuvddesaliecdidede’e Se @ Liavacacees 28.0 





1 Does not inelude contributions to the United Nations and the International Bank for Reconstruction 
“Sitenan.’ nor the administrative costs of bilateral programs. 
ot available. 


Sources: Unpublished International Cooperation Administration report of Apr. 4, 1956, Western Euro- 


pean Bilateral Economic Assistance to Less Developed Non-Metropolitan OEEC Areas, and unpublished 
Organization for European Economic Cooperation studies. 
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2. France® 


In recent years France has spent about twice as much for economic 
assistance to underdeveloped areas as the rest of Europe combined. 
From 1952, its annual appropriations for this purpose increased about 
one-third to $522 million in 1955 (table 5), exclusive of direct 
military assistance to Vietnam, Laos, and Cambodia, which totaled 
$396 million during the years 1952-55. Nor do they include France’s 
current expenditures in dependent and associated states for its direct 
national purposes. These averaged $145 million per year for civil 
functions and about $1 billion per year to equip ati maintain its own 
forces in those areas. We are informed that there have been no mili- 
tary expenditures by France in these categories in Vietnam, Laos, 
and Cambodia since 1955. 

The political and military disturbances in several French overseas 
territories continue to have a profound effect on the nature and extent 
of French economic assistance abroad. In 1952, North Africa ac- 
counted for only 38 percent of French economic assistance expendi- 
tures, but the same area received 52 percent of the total amounts 
appropriated for these objects for 1956. Private capital investment 
in the territories has become discouraged. According to information 
supplied by the Embassy of France in Washington, annual private 
investment in North Africa from all sources has fallen from 70 or 80 
million dollars in 1953 to 14 or 17 million dollars in 1956. It appears 
that many present investors in this area are attempting to liquidate 
their holdings. In consequence, the three North African dependen- 
cies of France have become more dependent than ever upon public 
financing for their economic development. 


Taste 5.—Hconomic and military assistance by France to overseas territories 
and other countries * 








[Millions of dollars] 
1952 1953 1954 1955 1956 
Economic assistance: 
TO CUGIGOES CTI ish cc snir dnd psseantnend sehen 379.7 458. 3 429.8 519.2 ( 
TEE Velen ccutenntcdenkdchananadhene 377.9 448. 5 418.5 504. 4 453. 0 
UII Fe kr ee EE 121. 5 140. 4 131.0 196.0 162. 4 
Se glsdirbisie denis ciaeendndienedintaendasdaeganiiahdpeidll 228. 6 277.7 250. 0 276. 6 275.7 
ocatlnncibadhinbdiipaadbodeewsemwadekuel 27.9 30.4 37.5 31.8 14.9 
DURE GE cerkimivitdvestonladbstbiabpene 1.8 9.8 11.3 14.0 ® 
FO CE CR, acicccdnceccbinesnnnseiemnell 11.0 9.1 6.4 2.8 @® 
rN tia nmininuime comments 10.0 8.0 5.0 1.0 ® 
Ds Aiakidnntcbdbhinhittinbimninddunas scsbiemabe -6 7 1.0 1.0 of 
T Me Gc conkunnntkccodioigendne 4 -4 4 8 1.7 
Total, economic assistance..................... 390. 7 467.4 436. 2 521.2 ® 
ERS CIUUNNED Giddiccddaccdcccecckecnonbentak 145.7 168. 6 42.3 39. 2 () 
Grand total 


; oe nee assistance; does not include administrative costs connected with these programs. 
ot available. 

3 Investments are on budget-appropriations basis; actual expenditures were $386.3 million in 1952, $424.3 
million in 1953, and $393.7 million in 1954. In addition, quasi-public credit institutions loaned $12.6 million 
in 1952, $2.6 million in 1953, and $3.1 million in 1954, to North Africa. 

4 Partly grants, ony “advances”’ against a technical obligation for repayment. 

§ To Associated States of Indochina. 





%In the text and tables of this section, France includes continental France in Europe and 
Corsica. Algeria and other overseas departments which are technically part of metropoli- 
tan France are included with dependent and associated areas. 
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Public economic and technical assistance to French overseas terri- 
tories from the mother country during the period 1952-55 absorbed 
$1.79 billion. These funds were expended for grants and loans for 
economic development, investments in institutions and business enter- 
prises, technical assistance, and budget support to make up territorial 
deficits. Administrative costs connected with these programs are not 
included in the figure given. In addition, loans to North Africa from 
quasi-public credit institutions totaled $18.3 million. The greater 
part of the total of public funds expended was apparently in payment 
for ownership rights accruing to the French Government or involved 
some form of commitment to repay, often without much hope that 
repayment would ever be made. 

Economic assistance from French public funds is also given to 
Libya, Yugoslavia, and several other independent countries, prin- 
cipally in the Middle East and South America. Annual contributions 
to the Libyan Development and Stabilization Agency since 1952 have 
varied between $571,000 and slightly over $1 million per year. French 
payments to Yugoslavia under the Tripartite aid program (with the 
United States and the United Kingdom) have approximated $24 
million in the 1952-55 period. 

Technical (as distinct from economic) assistance to dependent and 
associated areas is financed directly by Ministries within the French 
Government (Public Works, Public Education, Health and Sanita- 
tion, etc.). Their programs are extensive, and public expenditures 
for the purpose are probably included in the figures for economic 
assistance in table 5. By themselves (though the Government main- 
tains no separate record), the costs may total as much as $25 million 
per year. A considerable volume of technical assistance is also given 
to less developed non-French countries. The overall content and geo- 
graphic scope of technical assistance activities supported by the 
French Government in 1955 was somewhat as follows: 


Country assisted ! Amount Purpose 
PN sic datas etentiin dh nadie ahaente ha aicos spc ta sssiors $143,000 | Technical assistance. 
IO i a since nd benieenndei 200,000 | Pilot agricultural school. 
op. a Syria, Lebanon, Yemen, Peru, 229,000 | Sent approximately 85 French experts, 
enezuela, 
Principally Middle East and South Amer- 143, 000 pen on to France approximately 200 students 
ica. and trainees for technical studies. 


45,000 | Other expenditures. 
Serr ecintaamipianazernchrcacanka $760, 000 


1 Some assistance to southeast Asian countries is also noted in sec. E. 


Private investment by French residents in dependent and associated 
territories is believed by the French Government to have been more 
than balanced by inward capital movements from them, thus making 
no net contribution to those areas during the period 1952-55. In the 
same period, new investment outside of the French Union amounted 
to some $30 million to $40 million per year. An increase in the first 
half of 1955 to about $52 million is largely explained by a payment 
of $28 million for the purchase of German coal mines ot a French 
steel, syndicate. 

Governmental aid to exporters has indirectly provided economic 
assistance to foreign countries. The Bangue Frangaise du Eatérieur 
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eee is a publicly owned institution something like the Export- 
Import Bank in the United States. It extends short-term credits for 
foreign-trade transactions, but also credits for longer term arra 
ments between French exporters and eee buyers including, in a 
number of cases, foreign governments. Private investment banks 
may also participate; and through the financing arrangements which 
the BFCE develops, such large-scale projects as construction of a 
steel mill or a hydroelectric plant may be undertaken by a French 
enterprise for the foreign interest involved. 

The credit extended in such cases roe run as long as 7 years. 
Among the financing arrangements by the BFCE reported in the press 
have been a $34 million credit to Indonesia, a $14 million credit to 
Iran, credits to Brazil totaling some $100 million, and credits for 
financing the construction of the Paz-del-Rio steel mill in Colombia. 

A type of foreign aid that indicates the breadth of French influence 
is the large number of French patents and processes that are being 
utilized throughout the world. The average yearly income to France 
from this source was $15.5 million in the period January 1, 1952, to 
June 30, 1955, having increased steadily during that period. The 
breadth of French cultural influence also appears in French educa- 
tional assistance. Approximately 20,000 foreign students were en- 
rolled in French universities, secondary, and technical schools in 
1955, only about half of whom came from French overseas territories. 
Approximately 4,500 scholarships were awarded, of which 1,200 were 
received by students from underdeveloped independent countries and 
2,000 by students from French overseas territories. 

Military assistance.—In the years 1952 and 1953, as shown in table 
5, France spent large sums for assistance to Vietnam, Cambodia, and 
Laos in building up their military forces, at that time engaged with 
the French Expeditionary Corps in Indochina in hostilities against 
the Vietminh. Part of these funds were employed to procure equi 
ment and supplies—mainly in France—which were furnished to the 
three states on a free transfer basis. Another part provided cash 
subsidies for their military budgets, including troop pay and operat- 
ing eet payable in Indochina. 

At the same time, the French were spending close to $1 billion a year 
to equip and maintain the French Expeditionary Corps in Indochina. 
These expenditures were such a drain on the French economy that 
the United States agreed to pay the entire cost of the contribution 
to the Associated States forces in 1954, as well as some of the cost of 
the French Expeditionary Corps. French military assistance to the 
states of Indochina has now been discontinued. 


3. The United Kingdom 


After France, the United Kingdom is the largest European con- 
tributor of public funds for the economic development of under- 
developed overseas areas. Its expenditures for this purpose during 
the 4 fiscal years 1952-53 to 1955-56 approximated $641 million, of 
which some 88 percent was directed to its own overseas territories. 
An additional $43 million m year for overseas military assistance 
was largely expended in helping Malaya and Kenya with their 
internal security problems and in subsidizing Jordan for support of 
the Arab Legion. 
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These figures, presented in tables 6 and 7, convey no more than 
a partial impression of the United Kingdom’s role in foreign aid. Its 
financial and economic relations within the Empire and more recently 
within the Commonwealth and with other countries of the sterling area 
have furthered overseas economic development in ways which are 
often incapable of precise measurement but which were long of almost 
unique importance in the world economy. In the case of no other 
on has the national growth of private foreign investment, ship- 
ping, foreign trade, and international banking been of equal signifi- 
cance for the economic development of other countries. Table 6 sum- 
marizes the disposition of funds formally expended by the United 
Kingdom from its treasury for economic and technical assistance to 
other countries; but this summary omits some items of public expendi- 
“ore for economic aid to which special reference must be made sepa- 
rately. 


TABLE 6.—Public economic and technical assistance by the United Kingdom to 
overseas territories and other countries * 
[Fiscal year—millions of dollars] 


Economic assistance 1952-53 | 1053-54 | 1954-55 | 1955-56 | 4-year 





total 
COPUTUNS ReTIAGT NBs ois icon a cbt bdo cei de 125. 5 102. 5 160. 2 150.1 538. 3 
bid lel wcdtangbinteadaddddada scab 63. 6 57.7 57.7 79.8 258. 8 
re nike insiseaineckotacirakinoiaettesane oe 20. 2 16.0 13.1 26.6 75.9 
Cao ccecacoswacehthegta at iaest-ceushulll 43.4 41.7 44.6 53.2 182. 9 
Spees MGS ooo nh skaek sdb lai nccucadontn 61.9 44.8 102. 5 70.3 279. 5 
Se ei abn beaten. inten beget tedlndinibnne ale 3.1 14.0 48.7 21.8 87.6 
is 65.5) ssid 5553 wh bth <diaon dees ygesses 58.8 30. 8 53.8 48.5 191.9 
Other countries... ...-..---------. ete enee ee eee enon 27.0 22.0 2.0} 30.3 102.3 
RD clea hata isica deepak dtiboehwete com rt 3.4 5.3 7.0 7.3 23.0 
NR Bo bint 66shae sw ceucsbieact bipkctidiisinbinaignnities 4.2 10.9 10.9 10.9 36.9 
ce al ea cn nana 18.8 5.0 3.4 10.4 37.6 
Colombo plan—technical assistance.............-. -6 -8 1.7 17 4.8 
se ee ke odcth weddticapahdsceebcddds abel 152.5 | 124. 5 183. 2 180.4 640.6 


ti | So far as"possible, the administrattve costs of programs have been excluded. 


Public assistance (other than military) to the overseas dependencies 
of the United Kingdom (table 6) was approximately half and half to 
assist in their economic development and for financing their budget 
deficits. Approximately two-thirds of the aid given was in grants, 
the remainder in loans. Capital expenditures in the colonies were 
made principally through three public channels: The Colonial Devel- 
opment Corporation, the Overseas Food Corporation, and the Colonial 
Development and Welfare Acts; while current expenditures were 
mainly provided in the colonial services vote. 

Support to the budget of Jordan in the form of grants accounted for 
$19 million of the $23 million it received. All of the funds granted to 
Libya and Yugoslavia were intended to assist in economic develop- 
ment. A number of public credits to other countries are not included 
in the foregoing figures because their terms and utilization are un- 
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known, or partially so. Thus in 1954-55 Pakistan drew $7 million of a 
$28 million credit from the Export Credit Guaranty Department for 
the purchase of equipment to increase agricultural production. Con- 
tracts expected to utilize the remaining $21 million had been placed 
before the end of fiscal year 1955-56. A similar credit of $28 million 
was extended to Iran in 1953 but seems not yet to have been disbursed. 
A eredit of $56 million to Argentina in 1955-56 is to be used to support 
its sterling balances in making payments to the sterling area. 

Public technical assistance to overseas territories is included under 
Colonial Development and Welfare Act projects, the costs of which are 
included in table 6. While its total magnitude has not been reported, 
this appears to be substantial. Among other objects, direct grants to 
the territories are made for educational purposes, usually for capital 
costs on the understanding that local budgets will bear the recurrent 
costs. Actual expenditures for such purposes under the act are now 
said to approximate $8.4 million nancial During 3 recent fiscal 
years they were (in millions of United States dollars) as follows: 


1951-52 | 1952-53 1953-54 
For primary and secondary schools. ................-.....-.-- 4.2 3.9 3.1 
For technical and vocational schools. .............-..........- 1.7 2.2 14 
Fe Ce i ientinntingsintaninniinnketnetoonevauinual 3.9 3.1 2,2 
Na I are 9.8 9.2 6.7 


Under these educational grants or in addition to them, the United 
Kingdom offers professional advisory services, recruits staff and pro- 
vides training for large numbers of students and teachers at advanced 
levels. Three universities, six university colleges, and three colleges 
of higher technology have been developed in the dependencies since 
the war with extensive professional and financial help from the United 
Kingdom. Of approximately 25,000 foreign students receiving edu- 
cation in the United Kingdom in 1955, 10,500 were from United 
Kingdom overseas territories. 

A large amount of technical assistance has also been given by the 
United Kingdom to nondependent areas through its participation in 
the Colombo plan technical cooperation scheme (see sec. D). As 
shown in table 6, $4.8 million has been expended through that chan- 
nel. It has been used for the training of residents of Colombo plan 
countries in the United Kingdom and for the provision of United 
Kingdom experts to them. A further commitment of $19.6 million 
has been made, to be spent through this channel between April 1956 
and March 1963. 

Net private investments overseas by British citizens are officially be- 
lieved to have been increasing significantly in recent postwar years. 
Information on the subject is difficult to compile and subject to large 
errors. The available official estimates are not broken down by geo- 
graphic areas and distinguish only roughly between “overseas terri- 
tories” and “other countries.” Comparing Government estimates of 
annual averages during the 8-year period 1946-53 with the averages 
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estimated for the last 3 years of the same pen and deducting totals 
calculated from the second from totals calculated from the first, indi- 
cations of growth in private investment are shown as follows: 


Annual average 











{Millions of dollars] 
1946-53 1946-50 1951-53 
United Kingdom gross investment overseas !........-.-.----- 588 571 616 
United Kingdom disinvestment overseas plus overseas net ot 
investment in the United Kingdom_...............-----.---- 252 336 112 
United Kingdom net investment overseas..........----- 336 235 504 








1 Long-term investment, excluding intergovernmental lending but including United Kingdom loans for 
commercial projects and borrowing by overseas governments in the London market. 


No breakdown of the preceding figures can be made between equity 
capital and long-term loans. It is believed that about three-quarters 
of the new investment is in the sterling area and of this portion about 
three-quarters in the Commonwealth. A Government white paper 
states: “Capital flowing into the territories (excluding Hong Kong) 
for private investment, including ploughed back profits” was about 
$182 million. It estimates that about three-fourths of this came from 
the United Kingdom. 

Applying such judgment as we can to these unrelated and diverse 
figures, we think it safe to conclude that United Kingdom net invest- 
ment in underdeveloped countries is currently of the order of $300 
million per year. 


There is now virtually no United Kingdom exchange con- 
trol restrictions on the length of credit an exporter of capital 
goods may offer on his own account. Where the exporter is 
unable to finance the credit entirely from his own resources, 
he can apply to the Credit Export Guarantee Department 
for cover which both safeguards against loss and may also 
facilitate the raising of finance.* 


Among important economic projects to which the United Kingdom 
may give support in the future are the following: (a) A British con- 
sortium has agreed to construct a 1 million ton steel plant in India, to 
which country the Government of the United K i has offered a 
loan of $42 million to assist in construction costs. A syndicate of 
British banks has agreed to a credit of $32.2 million to cover additional 
costs; (0) British participation in the Volta River project is being 
discussed with the Govaruanent of the Gold Coast. In a white paper 
of 1952, United Kingdom contributions of around $140 million were 
mentioned as a possibility; (¢) continued assistance through the 
colonial service vote to colonies which run into special difficulties 
seems probable. Such assistance was required recently in Malaya and 
Kenya and estimates for 1956-57 will reflect some additional aid for 
Ons as well as Kenya. 

Military assistance——Of $156.6 million expended by the United 
Kingdom for military assistance in the years 1952-53 to 1955-56, 


*The Colombo Plan for Cooperative Economic Development in South an 
—_— Annual Report oF the Consulative Committee, Singapore, November ise. 





ils 
li- 


r 


it 
n 





FOREIGN AID ACTIVITIES OF OTHER FREE NATIONS 13 


inclusive, about one-third went to overseas territories for the direct 
support of their forces. African expenditures, mostly for Kenya, 
have risen steadily. In addition to the military assistance to Kenya 
and Malaya, grants were given them in aid of the emergency. The re- 
maining two-thirds of military assistance went mainly to Jordan 
for support of the Arab Legion. Some additional went to Yugo- 
slavia, to the Persian Gulf Security Force, and to Middle Waiter 
countries, as indicated in table 7.5 

United Kingdom military expenditures for its own forces stationed 
abroad (excluding NATO common infrastructure and several other 
small items) have averaged about $385 million annually in the same 


4-year period. 
TasLte 7.—Military assistance by the United Kingdom to overseas territories * 


UF iscal year—rmillions of dollars} 









































| 1952-53 1953-54 1954-55 1955-56 4-year 
total 
o ree PP IuPoE \ i‘ VY “a4 
Overseas territories } 
i ld al 1.1 2.2 2.2 | 5.5 
MEE Wo dekin od. sesh db bos dhdsbbb usheensegddces 8.1 9.8 10.4 11.2 39. 5 
ee BE iicicncinnns tlobine compae vais bette .6 -6 .6 .6 2.4 
REY CEE Sniendvedendevichncobetuub<siche .6 -6 .6 1.1 2.9 
ee Litre 9.3 121} 13.8 15.1 | 50.3 
Other countries: ‘ie aR Os i: 
Jordan (Arab Legion)... ------ Sara. 23.5 23.2 25.5 26. 4 98. 6 
RTI, hb dn nseacbebaenn w dps silen dies 2.2 1.7 | 2 ep se 4.2 
Persian Gulf Security Force -- an Sa 3 .8 s .8 2.7 
Gifts of arms to Jordan, Iraq, and Libya--.- --|-+--------|----------|------2-7- .8 8 
ipa Sih. tp 26.0 | 25.7 26. 6 28.0 106.3 
Crate Gees SEPT Si ies Lope | ~35.3| 37. 3| : 40.4) “43.1 156. 6 


1 Does not include expenditures for British forces in overseas areas. 
2 Excluding emergency aid given to Kenya and Malaya, included with economic assistance. 

The political status of a number of overseas territories of the United 
Kingdom is currently in a state of change. Distinctions between the 
assistance given them and that given to Commonwealth countries is 
becoming more difficult and less meaningful. Malaya is an to become 
an independent nation within the Commonwealth by 1957. The Gold 
Coast is now possesse :d of a constitution as a step toward i imminent 
entry into the Commonwealth as an independent nation, with which 
will be incorporated British Togoland, until now under a United King- 
dom trusteeship that was terminated by vote of the United Nations 
General Assembly on December 13, 1956. Discussions of a “British 

Caribbean Federation” have just been completed in London. Discus- 
sions on the future political status of Singapore are about to begin and 
the completion of similar discussions on Nigeria are scheduled. Malta 
recently voted to become self-governing in internal affairs while at the 
same time deciding to send members to Parliament. ‘The Cyprus issue 
remains in undetermined status. 

At the same time, distinctions between Commonwealth and non- 
Commonwealth nations are also becoming less clear and less significant. 
Perhaps the disappearance of tr aditional lines of cleavage within the 
once farflung British Empire foreshadows the disappearance from the 


5 See also assistance in the SEATO area, sec. BD. 
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world of distinctions between independent and dependent peoples, and 
of reasons to distinguish between economically developed and under- 
developed peoples. 


4. Other free countries 

West Germany is a latecomer in extending foreign aid but is develop- 
ing its interests in that field very rapidly. Until recently it had ex- 
yended no public funds in underdeveloped countries and it has no bi- 
lntotal military assistance program, though in 1956 it became a member 
of NATO. Its most conspicuous development of foreign assistance 
has been in the form of private investment. New postwar foreign in- 
vestments by German enterprises were not authorized until 1952 and 
they are subject to approval by the economics ministry in concurrence 
with the Bank Deutscher Laender. Licenses have been issued in the 
main for the establishment of foreign branches of German companies 
or for buying into the ownership of existing concerns. About one- 
third of the Pisinan capital om, in license applications has been 
in the form of currency claims on foreign debtors. Unlike British 
practice, long-term loans to foreign debtors have been granted only on 
a very small scale. 

Table 8 indicates the growth of German investments abroad 
and the geographical areas in which they have been made. Almost 
30 percent have been in Latin America, with roughly equivalent pro- 
portions in Europe and in the United States and Canada. However, 
there are indications that German investors are widening their areas 
of interest. Thus, the “first West German toehold in Middle Eastern 
oil exploitations” was reported by a New York Times correspondent on 
December 14, 1956. <A leading oil-producing company in Hamburg 
was said to have obtained a 5,800 square mile petroleum development 
concession in northeast Syria, upon which it had agreed to invest up to 
$5 million in exploration during the next 3 years. Reference was 
made to “the relative popularity of German businessmen in the Arab 
world.” 


Tasie 8.—New private foreign investments by West Germans? 




















{Millions of dollars] 
1952 1953 1954 1955 | Total 

ONE OBE econ nccdcowscnnctéeccenboancoths 0.5 5.8 11.0 30. 2 47.5 
Sd d ternaitdeiedcuwey since ddtidebabaduantssltbanaudsiate 2.0 11.1 13.3 32.9 59.3 
I he i wisn 2.5 7.8 14.2 33. 5 58.0 
Middle East (including Greece, Turkey) ...................... 2 .3 1.1 3.3 4.9 
Pd dk iced Deiat inde bec h cane bubitioudeds tissue alabdeil _ 2.2 a¥ 4.4 15. 2 
I iN te Riile on 7) 3.6 9 5.2 
PGP Sata pe tececdtkbdccknscckdmnbecuiacscbe ee 3 1.5 1.4 2.5 5.7 

Maddiitbannnducnrsitincheunnsttives apdites ceackodenten 6.6 29.2 52.3 | 107.7 195. 8 


! Value of foreign investment licenses granted less value of cancellations or expirations. 


The German Government’s encouragement of exports deserves men- 
tion in this connection. The rebate on corporation and income taxes 
granted to exporters expired on December 31, 1955, and was not re- 
newed in accordance with the Butler-Erhard agreement of May 1954; 
but substantial rebates to exporters from the turnover taxes continue 
in effect. It is understood that the ceiling for credit insurance financed 
with Government funds has recently been raised and that other gov- 
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ernment aids to exporters are available. Meanwhile, income from the 
use of German patents and licenses abroad has been increasing rapidly, 
being estimated at $17 million in 1954 as compared with $2.1 million 
in 1950 and $5.5 million in 1952. 

Consistent with the preceding developments of trade relations has 
been an interest by the West German Government in the restoration of 
Germany’s time-honored role in international education. The equiva- 
lent of $476,000 has been allocated for the instruction of foreign stu- 
dents in the German language. Approximately 5,900 foreign students 
are now studying in Germany, of whom about 500 are provided an- 
nually with scholarships averaging $75 each. A 10-percent increase 
in the number of scholarships granted is expected in 1957. 

The West German Government is considering legislation to estab- 
lish a program to aid “economic development in backward areas.” 
This is in addition to increases in its contribution to the United Na- 
tions technical assistance program, a doubling of which was expected 
in 1956. The expanded aid program would provide an exchange of 
economic specialists in foreign countries, supply model equipment 
and workshops, as well as economic information and construction 
materials, and provide scholarships for the training of nationals from 
underdeveloped countries. The Bundestag (lower house) recently 
approved funds of $834,000 for an aid program of this type. 

Italy is responsible for the administration of Italian Somaliland 
under a United Nations trusteeship, expiring in 1960. To this terri- 
tory the greater part of Italy’s public funds devoted since the war to 
bilateral foreign aid has been directed. From 1950 through 1955 Italy 
expended annually upon the territory amounts ranging from $8.2 
million to $9.6 thillion, of which approximately half represented the 
costs of Italian administration aad security. The remaining half 
covered the annual Somali budget deficit, including some expendi- 
tures for economic development. It has been estimated that total pub- 
lic investment in Italian Somaliland was $1.4 million in 1952 and $2.5 
million in 1954. Some of this was devoted to the development of the 
cattle industry and improving the water supply. Italian private 
investment in the territory may have totaled about $2.8 million in 
1952, a figure not likely to be reached again because of limited invest- 
ment opportunities. However, in 1954 some 70 Somali began training 
in Italy in subjects which included medicine, agriculture, teaching, 
political science, and administration. 

Italian private investment in other largely underdeveloped coun- 
tries since the war has been more substantial than in Somaliland. 
Official authorizations for “economic participation overseas” were in- 
creased from $3.3 million in 1954 to $35.2 million in 1955. The second 
amount included an investment of $25.1 million in the petroleum in- 
dustry in Egypt. Other investments were authorized in Argentina, 
Brazil, and Mexico. Their form was largely that of machinery, equip- 
ment, and products supplied, together with credits and a limited vol- 
ume of actual currency transfers. 

Belgiwm’s overseas interests are concentrated in Belgian Africa— 
the Congo and Ruanda-Urundi. The latter, a small densely populated 
area contiguous to the Congo, is under United Nations trusteeship. 
Both territories are tranquil and receive no military assistance; al- 
though Belgium does maintain training bases in the Congo which 
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provide a potential nucleus for a defense force. The Congo receives 
no assistance from Belgian public funds. A budget deficit of about 
$8 million annually in Ruanda-Urundi is met by Belgium in the form 
of loans which carry no interest and no terms of repayment. Public 
technical assistance in the area is supported by the local economy and 
is substantial. In the Congo, 432 agricultural engineers and some 200 
other specialists are employed by the state-subsidized agricultural re- 
search organization, without cost to Belgian taxpayers. 

The new private investment which has flowed into Belgian Africa 
lias been estimated by the Ministry of Colonies to total $540 million 
during the 7-year period 1948-54, with about $290 million in the last 3 
years. About 90 percent of these amounts were from Belgian sources. 
They were almost entirely in the form of equity capital, with only 
about 5 percent being loans. Liquidations and reductions in invest- 
ments totaled only $24 million during these years. The popularity of 
public and private capital issues of the Congo resulted on at least two 
postwar occasions in the exclusion of the colony from access to the 
hard-pressed capital market of the mother country. 

Apart from the Congo and Ruanda-Urundi, some Belgian invest- 
ment funds have saabably gone to other parts of Africa and to Iran, 
Indonesia, Malaya, and South America. <A joint Belgian-Portuguese 
syndicate to build a $60 million oil refinery in Angola was recently 
announced. Credits extended to Belgian exporters by the Société 
Nationale pour Crédit a VIndustrie (SNCI) range from 2 years to as 
long as 7. Of $19 million of its credits outstanding on December 31, 
1955, about $12 million covered exports to less-developed countries. In 
addition, the official foreign commerce fund for export promotion will 
finance technical firms working abroad if this seems likely to increase 
Belgian industrial exports to the area. A Belgian technical mission to 
the Sudan is reportedly financed in part from this fund. 

Social welfare in Belgian Africa receives assistance from the mother 
country through 2 semiofficial mechanisms: (a@) The Native Welfare 
Fund receives the proceeds of the biweekly Belgian “Colonial Lot- 
tery” estimated at $36 million over the next 10 years. Most of its ex- 
penditures are on permanent rural housing and water supply for 
native populations; (5) the recently created King’s Fund, also des- 
tined for the improvement of native housing, has received contribu- 
tions from the Congo and Ruanda-Urundi Governments of $36 million 
and $4 million, respectively. 

The Netherlands’ once-vast colonial empire has now been reduced to 
Surinam, in northern South America; the Netherlands Antilles, of 
which the most important is Curacao; and Netherlands New Guinea, 
still a source of contention with the new Indonesian nation. These 
territories receive some assistance bilaterally from the mother country 
for their economic development. A 10-year aid program for Surinam, 
which is to include a contribution of $45 million from the Netherlands, 
has been announced. Economic ties with the former colonies also 
remain. Thus in 1955 the Netherlands loaned Indonesia $26 million 
for the purchase of capital goods, the loan to be repaid in 5 to 7 years. 
The net private investments of Netherlands nationals in overseas ter- 
ritories during a recent year were reported to be around $4 million— 
a surprisingly small figure, suggesting the likelihood of considerable 
disinvestment. For the same year net investments in other countries 
were reported as $30 million. 
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More impressive than these fragmentary and nonadditive bits of 
information are Dutch activities concerning technical aid. Experts 
in spinning and weaving have been sent to Indonesia. Other techni- 
cians are giving help to Burma, Iraq, Nigeria, and the Gold Coast. 
At two universities the Dutch Government operates centers especially 
designed for training technicians from underdeveloped areas; and at 
a third it has established the Netherlands Economic Institute to con- 
duct research on priorities in economic development. In 1956 the Gov- 
ernment established the “Dutch Organization for International As- 
sistance,” a foundation to be financed half and half by public and other 
funds, which is to cooperate in the United Nations technical assistance 
program. Further particulars concerning this last venture have not 

en announced. 

Spain, earlier than some other European powers, has seen its colonial 
and overseas interests narrowed to comparatively small dimensions. 
It continues to have cultural, commercial, and even political interests 
in Latin America and the Philippines; but its expenditures for foreign 
aid are concentrated upon its former dependency of Spanish Morocco 
and its few small colonies on the African coast. Its support to the 
former grew steadily during the years 1952-55, aggregating nearly 
$30 million for the period. From this sum it met about one-half 
of the Spanish Moroccan budget. The aid extended was in the form 
of non-interest-bearing loans. Of the total cited, nearly $25 million 
can be reasonably regarded as economic aid. Two authorizations, 
totaling $14 million, were made during the period for that specific 
purpose. A 5-year development plan to total $10 million was an- 
nounced in 1955. 

Except for Portugal, with its African and Asian colonies, the over- 
seas interests of other West European countries are minor. None 
have contributed importantly to underdeveloped countries through 
bilateral channels during recent years. Estimates of Portugal’s public 
expenditures for its colonies range from 2 to 7 or 8 million dollars 
annually. Its private investments within them may also be appre- 
ciable. Switzerland, too, is believed to have substantial foreign in- 
vestments, but of unknown extent. The Swiss Government in 1950 
and 1951 sent teams of technical experts to Iran and Nigeria and dur- 
ing 1952-56 appropriated $230,000 for scholarships to students from 
underdeveloped countries. Awstria contributed a school building with 
some equipment to Ethiopia. More notable, and long to be remem- 
bered, has been its reception and shelter to Hungarian refugees. 

Somewhat unusual is a project directed from Norway. Since 1952 
about $5 million of public funds have been appropriated to the Nor- 
wegian Foundation for Assistance to Underdeveloped Areas, supple- 
mented by private contributions of about $600,000. With this support 
the foundation operates a project in a fishing village in India, in 
which health improvement and the paraphernalia and techniques of 
fishing are demonstrated. 

Three developed countries of the Commonwealth—Canada, Aus- 
tralia, and New Zealand—together contributed $194 million in eco- 
nomic and technical aid to underdeveloped countries in the period 
1951-55. Nearly all of this was extended through the Colombo plan 
(“regionally coordinated bilateralism”) and will be discussed in con- 
nection with regional assistance in section D, below. A proffer of aid 
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by Australia to nations in southeast Asia is noted in our discussion of 
SEATO in section E. We have found no information to suggest that 
the aan of South Africa extended any foreign aid during the period 
named. 

South Asia and the non-Communist Western Pacific. The known 
bilateral foreign assistance since 1950 by countries in this category 
includes a $10 million economic credit by Singapore to the Federation 
of Malaya, a $2.2 million economic credit from Sarawak to North 
Borneo, a $13.3 million “free loan” by Brunei to the Federation of 
Malaya for economic and military assistance, and a $2 million relief 
grant by the Philippines to Korea. Other similar items make up a 
total of $30.6 million, all of which is additional to approximately $44 
million of military costs to the Philippines and Thatland for main- 
taining troops in Korea. It is probable that many instances of eco- 
nomic aid and technical assistance to each other among the nations 
within the area have been unrecorded in our sources. For example, 
it is known that the Government of /ndia grants fellowships to ad- 
vanced students from other Asian countries as well as to its own for 
study at the International Statistical Education Center in Calcutta. 
Some inconspicuous traces of Japan’s prewar program of economic 
and technical aid within the “East Asian coprosperity sphere” may 
still be found. 

Middle East and Africa. As of 1955, Middle Eastern countries had 
given little foreign aid of record, and that of military character. 

ilitary grants to Jordan of about $1.5 million by Zgypt and $220,000 
by Saudi Arabia are known. The press has reported aid to Egypt 
by Saudi Arabia in 1956. Reported also have been various “assistance” 
activities within the region that reflect its unsettled political and 
mnilitary situation. African countries have made some slight techni- 
cal contributions to their neighbors through the Commission for Tech- 
nical Cooperation in Africa South of the Sahara, described below in 
section D. 

Latin American countries during the postwar period have con- 
tributed bilaterally about $42 million to assist other countries in the 
region. All but $6 million of this was for a railway in Bolivia, the 
cost of which was advanced by Brazil. Several other bilateral agree- 
ments to extend credit have been signed, notably by Argentina, but 
never implemented. The major assistance expenditures in Latin 
America have been undertaken on a regional basis and are described 
below in section D. 


C. MULTILATERAL ASSISTANCE 


The types of aid summarized in this section fall within the United 
Nations system, a somewhat loose aggregate of intergovernmental 
organizations centering around the United Nations per se, but includ- 
ing “specialized” agencies in such fields as agriculture and health. It 
also includes an extensive Secretariat at United Nations Headquarters 
and various subordinate “organs,” commissions, affiliates, and con- 
sultative private organizations. The actual status of some intergov- 
ernmental organizations, especially the International Bank for Recon- 
struction and Development (IBRD) and the International Monetary 
Fund (IMF), is one of autonomy within the system. 
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Within this complex structure assistance programs are numerous 
and varied. They include technical assistance to underdeveloped na- 
tions by the United Nations itself, by its specialized agencies, and by 
both conjointly. Other programs deal with relief and rehabilitation 
of individuals. Both types of program, being multilateral, differ from 
the bilateral programs discussed in section B in the significant respect 
that the funds of contributing nations are merged, at which point those 
nations lose direct control over the expenditures. Thus, in taking ac- 
count of the foreign aid extended by other individual free nations, that 
part which is given through multilateral channels cannot be precisely 
allocated to particular objectives. 

This is only partly true, however, of loans extended through the 
IBRD. To date, the larger part of economic assistance through the 
United Nations system is a function of the IBRD and, in less tangible 
ways, of the IMF. There has been much discussion of another instru- 
ment for economic assistance within the United Nations of which we 
will say more later. 

Although all United Nations assistance is regarded in this report as 
multilateral, however localized in its application, it does not follow 
that all multilateral aid is generated within the United Nations. Sev- 
eral intergovernmental organizations outside the system conduct multi- 
lateral aid programs; but since their memberships are limited to par- 
ticular regions, their assistance activities will be considered in section 
D below. 


1. Technical assistance ° 

The beginnings of this form of multilateral aid are found in the 
work of the International Labor Organization, starting in 1919; and 
that of the United Nations Relief and Rehabilitation Administration 
in devastated liberated countries after World War II. A resolution of 
the United Nations General Assembly in 1948 provided for United 
Nations advice on economic development, for fellowships to train tech- 
nicians, and for short-term training institutes in underdeveloped 
countries. A second resolution called for an international center for 
training in public administration. 

Meanwhile, the “specialized” agencies were giving technical assist- 
ance within their respective fields. Their earlier activities, like those of 
the United Nations proper, are now known as the “regular” as distin- 
guished from the “expanded” technical assistance program set up in 
1950. The cae program is a cooperative instrument of co- 
ordination among the United Nations and its specialized agencies. 
The technical assistance extended under both headings by the United 
Nations itself and by its specialized agencies, as estimated by the De- 
partment of State in 1954, 1s shown in table 9. 

Funds for the expanded program have been more than doubled since 
1950, amounting to about $29 million for calendar year 1956. It is 
probable that in the future no less than 80 percent of technical assist- 
ance activities by the organizations included in table 9 (with the 


*Cf. “Multilateral Technical Assistance Programs,” Staff Study No. 1, Senate Committee 
on Foreign Relations, Subcommittee on Technical Assistance Programs, 84th Cong., 1st 
sess., March 11, 1955. 
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possible exception of the World Health Organization) will be con- 
dueted through expanded program channels. 


Taste 9.—Total expenditures for technical assistance by the United Nations and 
its specialized agencies as estimated in 1954 


[Millions of enemas 





Agency Regular Expanded 

program program 
United Nations (UN)............--.-.-...--... sleLancidedease sis sehr ssi2; 1.8 4.4 
rs See CP IRATIE CV BIO) a aie wane ce ci ccc ncammepedesenndenssoee 4.1 4.7 
Food and Agriculture Organization (FAO)...-......----- tt Nile cert 0.4 3.8 

United Nations Educational, Scientific and Cultural Organization 

I een nse een oad 0 2.3 
International Labor Organization (ILO)-. hi Jebbked a ced ia mod. Le ; 2.0 
International Civil Aviation Organization (ICAO)... 0.8 
International Telecommunications Union (ITU) ---.--- 0.2 
World Meteorological Organization (WMO)-_--....--- 0.1 
WON Fos chek cc Pea thse sd ve nbb cde osdandldvuckvbbids Wecesdeulbecccesbe 7. 35 18.3 


The United States contribution to the expanded program has ranged 
from $12 million (60 percent) in the first 18-month period to a pro- 
posed $15.5 million for 1956, an amount which, however, carries the 
proviso that it not exceed 50 percent of total contributions. The con- 
tributions of other countries hate varied in the aggregate from about 
$8 million to approximately $14.5 million in 1956. The contribution 
pledged to the program by each United Nations member for each of 
the 5 most recent years is set forth in annex I of the Eighth Report 
of the United Nations Technical Committee and is reproduced in this 
report in appendix B, table I 

Table 10 shows the contributions pledged to the United Nations 
expanded program of technical assistance by a number of selected 
countries during the period 1952-55, together with the amounts 
that would have represented “parity” with the United States, 
i. e., the same contribution as the latter in relation to capacity to 
extend foreign aid.’ Although the United States contributed 56.1 
percent of the total over the whole period, the table suggests that 10 
other free nations have pledged sums to the program in excess of those 
of the United States, if capacity to contribute be used as the criterion. 


‘See sec. A of this chapter and appendix A. 
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TABLE 10.—Contributions pledged by selected countries to the United Nations 
expanded technical assistance program for the years 1952-55 compared with 


their relative capacities * 























Ratio of 
| Relative pledge to 
Pledges Percent of | capacity | Parity ex- United 

(millions) | total | toextend | penditures | States con- 

} aid (millions) | tribution 

regarded as 

par (100) 

Western Europe: | 

aikedectactsaecabenae wawcecce) |) =»©=6Ga OE BBR tea eee aeons 
a dngier sk ici woes 38 
DER Liciwecbsbtockbowsdsatenneduak | 138 
PRI. .nb ap sennceodpeencohaavinbid | 32 
WREDLS wicaccanpubdedveesisadccasukes | 118 
NR Reed, 5 dy cei ocokeehaagnd se 31 
Netherlands bu aT 327 
Pn cdbdcthh ds scevenbabdides fiiki 162 
Sweden.......... i a ea 163 
DW. 228 ose eae ke ; 108 
United Kingdom. ...........-.-.....-- 118 
WE CHUNG ona oes csedecacacupencec 19 

Developed countries of the Common- 
wealth: 

OE. cclind on tvinihidde nt et hicianiaiuiantalt. » 7 WM ys-+ 7 bs dleli ce tessa bewrtounenipestobbes: . 
UN i LT A Aka ath <ccdebaet 138 
ee ey ee | 122 
New Zealand _. . | 173 
Union of South Africa -|------------|------------]| 37 | S71 J ------------ 

IR snrun'gnnsinaxchovabeieenedil 100 
ND SE irs caida iin edaes kbvanennael |----------=- 
RON ccticwcosaccmedsaccceteeccoeal GET 2! Ree eas ance |------------ 








1 See Appendix A. 
The well-advised determination of the Congress to hold the con- 
tributions of this Nation to 50 percent of the total compels increases, 
percentagewise, in the contributions of others. It is therefore en- 
couraging that the pledges of other nations are steadily increasing, 
both in their share of the total and in amount. Notable among coun- 
tries recently increasing their support are Canada, Belgium, Sweden, 
Germany, and the Netherlands. As a group, these nations increased 
their pledges by about 22 percent from 1955 to 1956. 

The data seem to demonstrate that while the United States is placing 
main emphasis upon its own bilateral technical assistance programs, 
other free nations are making increasing use of the United Nations 
as a vehicle for the technical aid they extend. 
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The nature _of United Nations technical assistance—When re- 
quested, the United Nations sends experts to a country to advise; 
awards fellowships for training purposes; furnishes equipment for 
technical or pilot projects ; and in some cases (particularly through the 
World Health Organization, in cooperation with the United Nations 
Children’s Fund), actually supplies material, equipment, and admin- 
istration of projects. Illustrations of the last are mosquito and fly 
control and the building and equipment of pathological laboratories. 
Increasingly, United Nations technical assistance takes the form of 
regional and interregional training centers located in the area in which 
assistance is being given. 

Table 11 shows the relative amounts expended on United Na- 
tions technical assistance in particular fields of interest in some major 
geographic areas. Agricultural production leads in all areas except 
Africa, where health services receive greater support. Health services 
involved the second highest costs in Asia and the Western Pacific and 
in the Middle East. Assistance to governments in the formulation 
and implementation of development plans had high priority, par- 
ticularly in Europe and Latin America. 

The distribution of expenditures among assisting agencies is shown 
in detail for 1955 in appendix B, table III. FAO there appears as 
the largest spender, followed in order by the United Nations Tech- 
nical Assistance Administration, WHO, UNESCO, and ILO. 


TABLE 11.—Percentage distribution of U. N. technical assistance project costs 
by field of activity and region, 1955 

















Asia and | Latin | Middle | Inter‘ 
Field of activity | Africa | Western | Europe | America East regional 
Pacific | 
I. Assisting governments with the 
formulation and implementation 
of development plans—basic sur- 
veys of resources and building up 
of administrative services__....-.- 9.7 10.4 18.9 17.4 9.0 2.2 
II. Development of public utiities— 
power, transport, and communi- 
NOR a See ae 6.5 7.9 3.9 4.9 OS Be 
III. Industrial production --..-.-.......-.- 3.5 9.7 11.9 7.2 8.5 23.1 
IV. Agricultural production. -.-_-........ 20.9 25.7 27.8 25. 2 23.0 56.9 
V. Auxiliary services to industry and 
SEDMNUNR Lo. erddicdccbocddene 10.4 73 19.0 7.8 4.6 12.5 
VI. Health services i“ 26. 2 19.7 7.6 14.5 18.4 3.1 
Ws eR ee 12.2 8.8 6.0 7.5 IVE ledsddcdsdioc 
VIII. Community development -- — 10.2 7.2 2.0 7.3 10.4 0.4 
IX. Other social services..............-- 0.4 3.5 2.9 8.2 3.4 1.8 
i nitaccktnexchdadkatisansacie 100.0 100. 0 100.0 100.0 100.0 100.0 





A significant shift in the distribution among expenditures for ex- 
perts, fellowships, and equipment and supplies is indicated by table 
12, which compares 3 recent years. A change of emphasis from 
experts to fellowships is indicative of progress in recipient countries 
and of recognition in experience of the imperative need for competent 
personnel in a developing economy. Increased expenditures for 
equipment and supplies seem also to reflect the practical needs for 
teaching materials and demonstration in the countries to which experts 
are assigned. 
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TABLE 12.—Distribution of U. N. technical assistance by type of assistance 











expenditures 
Expenditures 
Number of 
Type of assistance individuals 
Millions of Percent 
dollars 
1958 
iL hick atin tl adenihdnndocénktaspeabeihnahamenndhemmaae 1, 825 13. 585 76. 2 
Wenn i ii cil. a sae Sada 1, 195 2. 532 14,2 
EE BS IIE nn oh cago cnn ak pseneadinonne Focuseggeleasnsnadeancaq 1.701 9.6 
OE). nostinkhdtietedsodstnggysunegundetace acpebngerdpepemiotionnrs 17. 818 100. 0 
1954 "7 1 
ei ei ectebir eed wunbdaniaiie 1, 652 11. 194 74.1 
WO enous ncksecaksede ctbesddnewetlidvecdvostiha davon 1, 524 2. 540 16.8 
TTS GING GADD yt 9. op 2000 5oh cn cd bsp < dn nasimns pp seeinasbrsapsonaph 1.377 9.1 
i ibndcddinebadndndudandtnninecandcencuncedskpagihy Labbe 15. 111 100.0 
1965 
NE i dat dadessstenechietes es obasytucqde~b emidagueonn 2, 108 14. 250 66.9 
LE sn ichinateatsicngdeerscapdensnccadanamErreets 2, 431 4. 670 21.9 
TEGO IE, Gi GU 0O ssn a btn bee - Sb Ses ass eae 2. 390 11.2 


ini ei Jil bie visto Dalai: 21.310 | 100.0 





Some shifts have also occurred in the geographical distribution of 
United Nations technical assistance. That increased assistance is 
being given to Asia and the Western Pacific and to Europe (largely 
Turkey, Greece, and Yugoslavia) with relatively diminished aid to 
Africa, Latin America, and the Middle East is suggested by a com- 
pilation of the Department of State (appendix B, table 1h) which 
aeutee the following percentage distributions of expenditures under 
the United Nations expanded program during its initial period and 
as programed for 1956: 





1950-51 Programed 





1956 
eh rk Tiss hs, Lisi ak ch bbs tile abn skp bemigdpihteablicmaase ids Obes 10,7 9.6 
EE EE dn iintenttinaateeniiniepadcemnaddimeatameninimeiande 34.4 37.4 
—_ edd acdbidotipedudichdohodubshodsidbbadsutinddshdaducddiinabels 28.4 25. 2 
nae deennh bbb cbwosesenensansenthdtinanienianetiabesain 4.0 6.8 
Mids a Si. bok gécdncbdnghan tenement cdtethatldeth dock ktaub aes 22.5 21.0 
a ee NO es oe, ees sissial eninge adi aeenimademin’ aapaona eae 100. 0 100.0 


Further analysis reveals that 74 percent of the programed 1956 
expenditures were in independent countries outside the British Com- 
monwealth ; 25 percent in British Commonwealth countries and terri- 
tories; and 1 percent only in French and Belgian territories, some of 
the major of which are in Africa. Unlike the United Kingdom and 
other nations of the Commonwealth, France, Belgium, and Portugal 
have not welcomed technical assistance to their dependencies, either 
from the United Nations or the United States. 

Although not its primary function, the /nternational Bank for 
Reconstruction and Development has sent survey missions into some 
20 areas at the request of governments. These have examined general 
economic development problems or special phases of development. 
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Staff of the bank have helped Ecuador to start its National Board of 
Economic Planning, Uruguay to solve agricultural problems, and 
Japan to deal with questions pertaining to Fi veakack imports and land 
reclamation. They have also assisted in recruiting experts for na- 
tional development programs. 

During 1955 the bank organized the Economic Development Insti- 
tute at its Washington headquarters, with financial assistance from 
the Rockefeller and Ford Foundations. The Institute is designed to 
meet the need of less-developed countries for managerial improve- 
ment in economic development. Its first 6-month course began in 
January 1956 with a distinguished international faculty. During 
the preceding year the bank provided training to eight persons who 
contemplated careers relating to its work. In addition, it arranged 
training programs for governmental officials. These activities are 
financed out of its regular funds. 

The International Monetary Fund, like the International Bank, has 
primary functions not directly related to technical assistance. It is 
concerned with international exchange, international trade, central 
banking, and other related monetary and fiscal matters, It has never- 
theless given much technical assistance in connection with these pri- 
mary interests. ‘Technical missions have been sent to a number of 
countries and training programs for Government officials have been 
arranged. Like the bank, the fund finances all of its own operations, 
including its technical assistance. 

The United Nations Children’s Fund, though not itself providing 
technical assistance, cooperates with agencies which do. Thus it 
joins with the World Health Organization in many cooperative proj- 
ects, for which it may provide transportation of mobile teams, anti- 
biotics, and other medical supplies, diagnostic and laboratory equip- 
ment, and supplies for fly control. 


2. Relief and rehabilitation 

The original United Nations agency in this field, the United Nations 
Relief and Rehabilitation Administration (UNRRA), has been fol- 
lowed by four successor and more specialized relief and welfare bodies : 
The United Nations Children’s Fund (UNICEF), the Intergovern- 
mental Committee for European Migration (ICEM), the United 
Nations Korean Reconstruction Agency (UNKRA), and the United 
Nations Works and Relief Agency for Palestine Refugees in the 
Near East (UNWRA).* Their expenditures and the major contribu- 
tors to their programs are shown in table 13 below. Of the total funds 
disbursed in the period 1952-55, the United States contributed 58.9 
percent, the free nations of Western Europe 25.2 percent, the Com- 
monwealth nations 5.6 percent, and all other nations 10.3 percent. 
The percentage distributions by separate agencies are shown in table 
14. In both tables 13 and 14 the extremely minute size of contribu- 
tions for these humanitarian programs of the United Nations by its 
Communist members is especially noteworthy. 

The predecessor of the United Nations Children’s Fund (UNICEF), 
was the United Nations International Children’s Emergency Fund, 
established in December 1946, to provide emergency feeding, clothing, 
and care for children made needy by World War II. In 1950 it 
was directed to assist underdeveloped countries in the creation of 


® Cf. House Document 337, 84th Cong., 2d sess., for detailed information. 
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maternal and child welfare programs with long-range benefits. In 
1953 the change was made to its present name, though the former 
initials are usually retained. The contributions shown in table 13 
as received in the years 1952-55, totaling some $53 million, do not 
include amounts contributed voluntarily ot individuals and private 
organizations. 


TABLE 13.—Contributions pledged to United Nations relief and rehabilitation 
programs, 1952-55 


[Millions of dollars} 


| UNICEF ICEM UNKRA | UNWRA Total 




















} bacilli 
Wenberts Barone... 5.0.0 Scsccccccudsde. | 6. 24 32. 96 32. 90 34. 61 106. 71 
I ear ox singe charatinnr6i-eeeitecasecoalecepaie mirtammcn | .07 1, 84 .18 . 003 2. 093 
NE. J inicadddidintnecdbimastaaces - 25 - 60 - 40 -10 1.35 
yo) — sc teiiest eatin aah a dace | .19 .10 .29 .19 .77 
UMNO UW eided chs co whe dunidubasedssesded | 1. 79 | . 54 .14 6. 67 9.14 
COI ied <chipame dupie osnneapanno= | . 55 | a -02 10. 60 
Italy......-- bette ee 27 | 14. 58 1. 69 .09 16. 63 
Netherlands.....--.-- bp Md E icp ese -14 4. 80 1.05 . 08 6.07 
I st naeed | .18 | . 06 1. 7 .14 2.11 
Sin wek dade bcebbdicouns bbseie | BE .19 -32 -19 1.47 
Switzerland - - --- ac cateenetite Rasiteding . 49 . 22 . 26 . 03 1.00 
United Kingdom 5 ao ® Oe tonces eee 26. 84 27.10 55. 48 
Developed countries of the Common- 
wealth........... Sas | 4.43 11, 12 4.69 3. 50 23.74 
Australia 1. 69 | 7.78 3. 62 1. 27 14. 36 
Cees i dk sk J : | 2. 04 3. 30 51 1.63 7. 48 
New Zealand... j ; . 70 | .04 56 . 60 1,90 
South Africa. -- “na Iisa mcuseltbek ap dhdin achtabnhdatibghalasaataain 
Middle East---_-.-.. Sued . 43 2. 50 . 08 12. 50 15. 46 
Asia and Western Pacific._.___- oa 3) ee ee Ol . 67 5. 58 
United States. .._- : : paar. #4 33. 78 24. 48 92. 90 97. 70 248. 86 
Communist bloc- - ----- a RS BP Be socio dolaeea take .13 1.32 
Rest of world, including unidentified con- 
GI hb od cde ebetl nde wedsane 2. 34 | 5. 54 72 12. 51 21.11 
Total....-..-- 1S Fen 2 Uae 53. 31 76. 60 | 131.25| 161.62 422. 78 


TABLE 14.—Percentage distribution of contributions pledged to United Nations 
relief and rehabilitation programs, 1952-55, by major areas 


| UNICEF | ICEM | UNKRA 





UNRWA | Total 
actress 











Western Europe-- : ible ool 11.7 | 43.0 25.1 21.4 25. 2 
Developed countries of the British Com- | 
monwealth - --- -- ora caaer area 8.3 14.5 3.5 2.2 5.6 
United States-__--. -- Same hbbn dee. cpio 63.4 | 32.0 70.8 60. 4 58,9 
Communist bloc-.--. snails ay ATE inaewcnereidentiaaaenanee - . 03 
Hest GF tne werld ?.....500. 0.5. F 14.4 10.5 -6 15.9 10. 27 
Wibedce 44 > vatincnsns edesgnam seus 100. 0 100.0 100. 0 100. 0 100.0 





1 Including unidentified contributors. 


The Intergovernmental Committee for European Migration 
(ICEM) is charged with the transportation of migrants and refugees 
from certain European countries having surplus population to coun- 
tries overseas which offer opportunities for orderly immigration. 
Administrative expenses are assessed upon member governments but 
contributions to operating expenses are voluntary and include cash, 
grants, and credits of various kinds. The United States contributes 
relatively less and Western Europe relatively more to ICEM than to 
any of the other three United Nations agencies in this group. 
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The United Nations Korean Reconstruction Agency (UNKRA) 
was established in 1950 to plan and execute a broad program of relief 
and reconstruction. The United States has been by far the largest 
contributor and except for the United Kingdom and Australia, other 
contributions have been small. UNKRA is now in process of liquida- 
tion. 

The United Nations Works and Relief Agency for Palestine Refu- 
gees in the Near East (UNWRA) was established in December 1950. 
Its purpose is to provide subsistence for refugees until it can help them 
to become self-sustaining. Substantial contributions have been made 
by the United States, the United Kingdom, France, and the Arab 
countries of the Middle East. The last of these are reflected in table 
14 above in the figure for “Rest of the world.” 

The contributions of certain other free nations to United Nations 
programs for relief and rehabilitation compare favorably with those 
of the United States when relative populations and resources are taken 
into account. Relative to their capacities to extend foreign aid,’ 
Australia, Italy, Netherlands, New Zealand, Norway, and the United 
Kingdom have contributed more to United Nations relief and re- 
habilitation programs than has the United States. The relationships 
are shown by the following figures: 


Amounts Rat'o of 

Relative pledged “Parity” pledge to 

capacity to | (millions of | expenditure parity” 

extend aid dollars) (millions of expendi- 

(from table dollars) ture 
13) 

I lh oe Ee le eel 2.3 $14. 36 $5. 72 251 
NTE ee kee 2.9 16. 63 7. 21 231 
UCIT ek i, et es foot Me eee 2 6. 07 2. 99 203 
nn ee .6 1. 90 1.49 127 
RN ek re et cone oe 2.11 1.74 121 
Sa DES a Se 10.7 55. 48 26. 63 208 
| RE IEE SE EIS, PTE 100.0 248. 86 248. 86 100 





3. Economic aid through the International Bank for Reconstruction 
and Development (IBRD) 


The IBRD was set up to make economic development loans to all 
member countries of the world requiring them. It secures its capital 
from (a) the required downpayment in United States dollars or gold 
of 2 percent of members’ total capital subscriptions; (b) further pay- 
ments equal to 18 percent of members’ total capital subscriptions, 
payable in their own currency, but available to the bank only as 
released by the subscriber; (c) sale of part of the bank’s loans to 
investors; (d) sale of the bank’s bonds. Im all, about one-half of 
the money loaned to date has been obtained from investment markets. 

As of recent date, 55 members, in addition to the United States, 
had paid to the IBRD the required 2 percent of total subscription. 
Of these 14 had paid all or part of the 18-percent subscriptions. The 
latter are usually not paid to the bank until an effective demand arises 
for the currency called for. From its total capital resources the bank 
now has outstanding loans totaling slightly more than $114 billion, 
or their equivalent, to 32 nations in all parts of the world except the 


® See appendix A. 
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Communist bloc.” About 8 percent of the total loans now outstand- 
ing have been repaid. 

The countries from whose 18-percent subscriptions loans were 
derived numbered 14, among whom all but two were also borrowers. 
Some of the largest loans were extended to some of the more highly 
developed and financially strong countries; thus demonstrating the 
essential character of this agency as a banking institution, with bank- 
ing criteria for its operations. Through it as a medium, nations in 
effect may borrow from and lend to each other without regard to 
political or sentimental considerations. Loans are made either directly 
to governments or to corporations with a government guaranty of 
repayment. The economic purposes of loans made have included such 
objects as the rehabilitation of highway, telephone, and telegraph 
systems in Ethiopia; highway construction in Colombia; and the 
expansion of iron and steel production facilities and electric-power 
development in India. 

About 70 percent of the capital subscriptions made available to the 
bank have come from the United States. Western European contri- 
butions can be unofficially and roughly estimated at about $35 mil- 
lion per year during the period 1952-55, an amount larger than the 
area contributed to economic development through any other inter- 
national channel. However, loans to European countries have to- 
taled considerably more than the European loan funds made available 
to the bank. 

The International Finance Corporation was formed in July 1956 
as an affiliate of IBRD, with an authorized capital of US$100 mil- 
lion. As of August 1956, $78.4 million had been subscribed by the 
governments of 32 countries. Its basic objective is to further eco- 
nomic development by encouraging the growth of private enterprise, 
particularly in less developed areas. It proposes (a) to invest in pro- 
ductive enterprise in association with private investors, without gov- 
ernment guaranty of repayment, where sufficient private capital is not 
available on reasonable terms; () to serve as a clearinghouse to bring 
together investment opportunities and experienced management; and 
(c) to help stimulate the investment of private capital, both domestic 
and foreign. 

The IFC expects in its early years to emphasize investments in 
industry. It will not invest in enterprises primarily social in char- 
acter nor in operations essentially for the purpose of refinancing. 


4. Economic aid through the International Monetary Fund (IMF) 


The IMF is an association of nations organized to promote inter- 
national monetary cooperation and the expansion of world trade. 
Among the ways in which the members of the fund work together 
to accomplish these goals are: by promoting exchange stability and 
providing a procedure for orderly adjustment of foreign-exchange 
rates; by insuring that any major changes in exchange practices will 
be submitted to international consultation before bemg put into 
effect; and by working toward the removal of restrictions on current 
exchange transactions. On April 30, 1956, there were 58 members 
of the fund, an increase of 14 over the number represented at the 
Bretton Woods Conference, at which it was created. Fund member- 


1 Yugoslavia is the only Communist country holding IBRD membership and is not here 
included as a member of the Communist bloc. 
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ship is a prerequisite to nites in the International Bank for 
Reconstruction and Development. Each member of the fund is as- 
signed a quota, equal to the amount of its subscription. This deter- 
mines its voting power and the amount of foreign exchange it may 
purchase from the fund. Subscriptions are payable partly in gold 
and partly in the member’s own currency. 

Meetings of the Board of Directors permit continuous consultation 
on monetary and exchange matters. Upon request, expert technicians 
from the fund’s staff advise and assist member countries upon such 
questions. By making foreign-exchange resources available, under 
proper safeguards, the fund enables its members to meet short-term, 
current payment requirements. The foreign exchange is sold to mem- 
bers out of currencies held. Normally, such sales in any 12 months are 
limited to 25 percent of a member’s quota. A waiver sometimes permits 
larger purchases and such a waiver for the United Kingdom, as a 
result of curtailment of its oil supplies from the Middle East, was 
being discussed in December 1956. 


D. ECONOMIC AND TECHNICAL ASSISTANCE THROUGH REGIONAL 
ORGANIZATIONS 


1. The Golombo plan 


In January 1950, the Foreign Ministers of the Commonwealth coun- 
tries met in einai Ceylon, to consider the needs of the countries of 
south and southeast Asia. A Consultative Committee was set up to 
survey these needs, to assess the resources available, and to focus world 
attention on the development problems of the area. The original 
members of the Consultative Committee were Australia, Canada, Cey- 
lon, India, Pakistan, and the United Kingdom, together with Malaya 
and British Borneo. It was agreed that the Commonwealth countries 
in the area should draw up programs for their development, covering 
a 6-year period ; and that other countries in the area should be invited 
to do likewise. In the following September in London, the programs 
of the Commonwealth countries were reviewed and incorporated in a 
report, The Colombo Plan for Cooperative Economic Development in 
South and Southeast Asia. Annual meetings have been held since, most 
recently in New Zealand in December 1956. 

Cambodia, Laos, and Vietnam became full members of the plan 
shortly after its inception; Burma and Nepal in 1952; Indonesia in 
1953; Thailand, the Philippines, and Japan in 1954. The United 
States attended the 1951 meeting as a full member of the Consultative 
Committee. 

The Colombo plan provides a flexible and convenient framework: 
for the exchange of technical assistance among the countries within 
a vast and vastly important but sabdphchetaleniect region ; for contribu- 
tions by more highly developed states outside the region to economic 
development within it; and for the coordination of the foregoing 
assistance activities, both among themselves and with still others de- 
veloped through the multilateral channels of the United Nations sys- 
tem. The flexibility of the plan is exhibited in the expression describ- 
ing it as “coordinated bilateralism.” Its convenience and realism are 
attested by the support it receives and the general satisfaction with its 
operations. 
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Capital aid, arranged bilaterally within the Commonwealth, to- 
gether with loans from the International Bank and assistance from 
the United States and other sources, has provided about one-fourth 
of the requirements of the Colombo plan countries for development 
within the public sectors of their economies. Such aid has financed 
imports of machinery, other equipment for development projects, and 
essential consumer goods. Imported commodities like wheat and flour 
are usually sold on local markets to provide governments with cur- 
rency for employment of their nationals on development projects. The 
capital amounts pledged and committed directly under the Colombo 


plan have been as follows: 
[In millions of dollars] 


Pledged Committed 
1951-56 through 1955 











pS  wadddbdnentasinhakalbutedlsledsadibatedumhaehalans 76. 72 61.15 
I cncndh dunt habeas echocguaterndegindannipdictietredesumeeicamdebnuseeel 145. 64 117.70 
TG cia siinika. saiettebe satenih ase ang yoke~ adda ah stdin aeniae ocean 18. 00 2. 52 
DIE 5 J. 003 565 3h « dcighebddntinoGbicn kuaphn dined acibanenial aeaadeee 2, 13. 24 9. 56 
SOE IID. 5 decisis eeningsncsevgeoseteenccapendanianeahaesopacesel 179. 20 | 160. 16 
—— — eo 

Sr TI Tn al de aes 151. 20 140. 00 
EY GI chccidumaecacecachenussandiniedunsdandtleindioedsnen 28. 00 | 20. 16 
OMI. api diiadibcnksaicdeceeapiie teas. aeaadele $ ~ 43280; 351. 09 


Except for minor portions of the funds attributed to the United 
Kingdom, all of the foregoing pledges and commitments were in the 
form of grants. Presumably not included is an offer by the Canadian 
Government to provide an NRX atomic reactor to India. This is to 
be a high-powered research and experimental unit of the kind now 
in operation in Canada. In accepting the offer, the Indian Govern- 
ment has indicated its willingness to allow accredited foreign scien- 
tists, including those from other Colombo-plan countries in South 
and Southeast Asia, to work with the reactor at the atomic energy 
center to be developed. 

During the period 1951-56, to which the preceding figures relate, 
the IBRD made loans to Colombo-plan countries of $251.9 million 
net, of which $106.0 million net had been used by the end of 1955. 
Other inputs of capital have been made by private investors or 
through semipublic agencies. An example of the second is the Com- 
monwealth Development Finance Co., Ltd., incorporated in 1953 with 
capital provided jointly by the Bank of England and private business 
firms. It has loaned Pakistan $28.0 million for the development of 
food production ; India, $410,000 to assist in the establishment of the 
Industrial Credit & Investment Corp. This corporation, which will 
provide financial and managerial and technical assistance to private 
industry, also has as subscribers Canada and the United States, and 
has an IBRD loan of $10 million. 

Technical assistance under the Colombo plan is coordinated by a 
council for technical cooperation and by a bureau of technical coop- 
eration, the latter a small staff agency in Colombo reporting to the 
council. Representatives of the United Nations Technical Assistance 
Board, the Government of the United States, the International Bank 
and the U. N. Economic Commission for Asia and the Far East 
(ECAFE) attend council meetings; the first and second as liaison 
officers, the third and fourth as observers. 
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The technical assistance program is designed to supplement capital 
assistance under the plan, as well as to supplement the technical as- 
sistance activities of the United Nations. Most arrangements for tech- 
nical cooperation are made bilaterally. The program envisages ex- 
penditures of approximately $19 million over a 7-year period, of which 
nearly $10 million had been spent as of June 30, 1955. The largest 
contributors (commitments plus expenditures) have been Austr alia, 
$6 million; the United Kingdom, above $5 million; Canada, $1.5 
million; New Zealand, $1 million; and India, about $0.7 million. 

Major elements in the technical assistance program have been the 
supply of experts to countries in the region and the training given in 
oulase countries to selected nationals from them. Prior to June 30, 
1955, 392 experts were sent to 15 south and east Asian countries and 
from them 9,676 trainees were awarded fellowships. To those who 
have noted the postwar influx of foreign students to western educa- 
tional institutions it may come as a surprise that more than half of 
these fellowships were for training in Asia and Australasia. More 
than one-third of the trainees (916 of the 2,676) were received in 
Australia, a larger number than the 853 who went to the United 
Kingdom. New Zealand’s quota (226) approached that of Canada 
(311), while those trained in India were exceeded in number only by 
those going to Australia and the United Kingdom. Of India’s 340 
trainees, 188 were received from Nepal, 76 from C eylon, and 26 from 
Pakistan. 

In spite of the preponderance of outside financial support and the 
fact that 95 percent of the experts supplied have been from without 
the region, there are clear indications that the conception of intra- 
regional cooperation embodied in the Colombo plan is inducing intra- 
regional contributions; further, that cooperation and regional self- 
help are on the increase. Thus— 

Japan is enlarging its Agricultural Research Institute and its 
International Student Institute facilities in order to handle more 
trainees; has sent 10 experts to ¢ eylon, India, and Malaya ; and 
has or ganized the semigovernmental Society for Economic Coop- 
eration in Asia (Asia Ky okai) to organize all matters relating to 
technical cooperation which involve that country. 

Malaya is providing training facilities in public administra- 
tion, agriculture, and other fields. 

Pakistan is providing training facilities for 12 to 15 persons 
in varied fields. 

Ceylon has been host to 12 trainees in the field of cooperative 
enterprise, is offering training facilities in nursing and rural 
development work, and has furnished one expert in handwriting 
to Singapore. 

The 14 technical experts supplied by India to its neighboring coun- 
tries represent such diverse fields as education, agriculture, engineer- 
ing, bulestiny and trade, transport and communications, and finance. 

As might be expected, the assistance given to relatively underdevel- 
oped members of the Colombo plan by those whose economies are more 
advanced has reflected some degree of specialization. Australia has 
contributed almost 60 percent of its total for the development of agri- 
culture and power, 22 percent for transportation, including equipment 
for road construction, and 11 percent for telecommunications and 
broadcasting equipment. Canada’s aid to Pakistan has been largely 
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for irrigation and power, and railroad equipment. Of its $55 million 
aid to India, $21 million was for eetinan locomotives. New Zealand 
has contributed heavily to physical plant for schools and training 
centers. 

2. The Organization of American States (OAS) 

The technical aid program of this regional multilateral system was 
inspired by the United States “point 4” and has been developed by the 
Inter-American Economic and Social Council, a permanent organ of 
the OAS. Its organization and procedures are coherent, reflecting 
long association of the American States in the Pan American Union. 
Because of the groundwork of association already laid within PAU, 
a permanent program of technical assistance could be organized at 
high technical and operating levels on a continental or international 
basis. While assistance to particular states was being provided by 
the United Nations and United States under their programs, the 
OAS was in an advantageous position to organize projects in which 
several states were joined in a common interest. 

When the OAS was created a number of regional organizations were 
already in existence in addition to the Pan American Union, which 
became its Secretariat. The following have been incorporated in the 
system through agreements of affiliation with the OAS: 

Inter-American Statistical Institute, Washington ; 
American International Institute for the Protection of Childhood, 

Montevideo, Uruguay ; 

Inter-American Institute of Agricultural Sciences, Turrialba, 

Costa Rica; 

Inter-American Indian Institute, Mexico City; 

Pan American Institute of Geography and History, Mexico City ; 

Pan American Sanitary Bureau, Washington, regional office of 
the World Health Organization. 

The program of technical cooperation, OAS, is controlled by the 
Technical Cooperation Board which consists of representatives of these 
specialized organs and other American agencies which may be invited. 
It reports to the Economic and Social Council, which appoints the 
executive director. Projects are initiated by the cooperating agencies. 
To date, the program has consisted of 9 projects, 2 of which were for 
definite periods and have been terminated; the remaining 7 continued 
in operation under the 1956 program. 

The completed projects are: 

“Workshops on Teaching of Communicable Disease Nursing,” 
a 6-week seminar in Guatemala City, under the auspices of the 
Pan American Sanitary Bureau. 

“Training Centers for Directors of the Cooperative Movement,” 
carried out by the Pan American Union. This consisted of 3 
successive 6-month training courses in San Juan, Puerto Rico, 
Bogota, Colombia, and Santiago, Chile. 

The seven —— which have continued during 1956 are: 

_ Inter-American Training Center for Economie and Financial 
Statistics, at Santiago, Chile, under auspices of the Inter-Ameri- 
can Statistical Institute and the Pan American Union. 

Inter-American Housing Center, at Bogota, Colombia, under 
auspices of the Pan American Union. 
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Inter-American Rural Normal School, at Rubio, Venezuela, 
under auspices of the Pan American Union. 

Pan American Center for the Evaluation of Natural Resources, 
at Rio de Janeiro, Brazil, under auspices of the Pan American 
Institute of Geography and History. 

Workshops on Administration of Children’s Services, at Monte- 
video, Uruguay, under auspices of the American International 
Institute for the Protection of Childhood. 

Technical Education for the Improvement of Agriculture and 
Rural Life, at San José, Costa Rica, under auspices of the Inter- 
American Institute of Agricultural Sciences. For the purposes 
of this project, America has been divided into three zones, each 
with a center which includes an area for demonstration purposes. 
The northern zone office is in Havana, Cuba; the Andean zone 
in Lima, Peru; and the southern zone in Montevideo, Uruguay. 

Pan American Aftosa Center, at Rio de Janeiro, Brazil, under 
auspices of the Pan American Sanitary Bureau and the Inter- 
American Institute of Agricultural Sciences. 

The program is financed by voluntary contributions by member 
states. The following pledges, in United States dollar equivalents, 
have been announced in the 1956 budget : 


Argentina_______ LOTUS eR, a ee $6, 000 
Bolivia__..._- er ere eee ne Fe 1 NNO cticindacncsiselacces 24, 000 
CO EE ee : 150, GOO | NICRTORUR 6 on icddonn si cnnen 5, 000 
Cs elite bain earttgnaeese At pee Pe. io ido ene — 3, 991 
Costa Rica___..-- certs. Deep PeMGONy oon os te 5, 000 
ee Na ccaraessinn ee sissies detesen-ce-cr ote hatin dae lente wean 
Sacchi dc as aL lcs 34, 452 | Dominican Republic_______- 5, 786 
NE bit Pi cing behead 4, 500 | Uruguay—___-..______ sy 20, 571 
ED BOLPOROR... .cinctmondencn st TAT FOOIIII ss ciicaie ne wense ce 30, 000 
Re I ee 1, 500, 000 ——__—_—_— 
a i ari 7, 000 CAN Ga. ok edd. 1, 914, 237 
BN ik Ska Sp rs ed 2, 640 


The United States contribution of $1.5 million is dependent upon this 
being not more than 70 percent of the total contributions. 


3. Commission for Technical Cooperation in Africa South of the 
Sahara 

This Commission, established in January 1950, led to an inter- 
national agreement signed in London in January 1954. It includes 
the following governments: Belgium, Federation of Rhodesia and 
Nyasaland, France, Portugal, Union of South Africa, and the United 
Kingdom. Its general functions are, first, to assist in coordinating 
technical assistance in territories for which the member governments 
are responsible; and, second, to administer the African research fund. 
It is financed by voluntary contributions of the member governments 
and it operates a small technical assistance program in the area south 
of the Sahara. 

A subsidiary organization, Scientific Council for Africa South of 
the Sahara, composed of distinguished citizens of member States, 
has been set up for the coordination of scientific research. 


4. Caribbean Commission 


This was formally organized by an agreement of October 30, 1946, 
between France, the Netherlands, the United Kingdom, and the 
United States. It is an advisory and consultative body to study, 
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formulate, and recommend measures which will advance the economic 
and social well-being of the 6 million people in 14 nongoverning ter- 
ritories within the area, together with the Commonwealth of Puerto 
Rico. Its efforts are chiefly concentrated on agricultural, forestry, 
and fisheries development, industrial development, housing, and basic 
education. 

The Caribbean Research Council operates under the Commission’s 
direction and the biennial West Indian Conference brings together 
representatives of the member states and of the administrations of the 
territorial governments. 

The budget of the Commission is composed of contributions from 
the member states. Approved projects may be financed by grants 
from the Commission and by contributions from international organ- 
izations, local governments, or private enterprises in the territory con- 
cerned. Technical assistance programs in some territories are sepa- 
‘ately maintained by member states and by the United Nations. All 
the member states support projects of economic development in their 
respective territories in addition to those initiated by the Commission. 


5. South Pacifie Commission 

This was established by agreement between Australia, France, the 
Netherlands, New Zealand, the United Kingdom and the United 
States on February 6, 1947. Its territorial scope comprises— 


All those non-self-governing territories in the Pacific Ocean 
which are administered- by the participating governments 
and which lie wholly or in part south of the Equator and 
east from and including Netherlands New Guinea. 


It studies, formulates, and recommends measures for the development 
and coordination of services affecting the economic and social rights 
and welfare of the inhabitants, particularly in respect of agriculture, 
animal husbandry, communications, transport, fisheries, forestry, in- 
dustry, labor, marketing, production, trade and finance, public works, 
education, health, housing, and social welfare. 

The Commission is served by a research council and is advised by 
the triennial South Pacific Conference, which rotates its place of 
meeting and which is composed of two delegates each from the local 
inhabitants of the designated territories. ‘The Commission itself is 
composed of 2 commissioners appointed by each of the 6 member 
states. The administrative budget is voted in fixed quotas by the 
senior commissioners, who must be unanimous in approving supple- 
mentary budgets. 

Among the broad functions of the Commission are coordination 
of local projects having regional significance, provision of technical 
assistance and promotion of cooperation with nonparticipating gov- 
ernments. Research publications within the scope of the Commis- 
sion’s functions have multiplied and some of their recommendations, 
as well as other specific programs, are executed by subsidiary bodies 
of the Commission. The states members of the Commission, in addi- 
tion to the programs under its auspices, provide both technical assist- 
ance and economic development in their own territories. Both the 
United States and the United Nations have supported technical coop- 
eration programs in the territories within the scope of the 
Commission. 

90439—57——-4 
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E. ASSISTANCE THROUGH REGIONAL DEFENSE ORGANIZATIONS 


Among truly united nations, the mutual defense of some against 
others would be a contradiction in terms. In the world as it is, mutual 
defense may hopefully be regarded as a stage in progress toward world 
order short of the actual international control of armament. In deal- 
ing with “collective security” the United Nations Charter (art. 2) 
prescribes that all members— 


shall refrain in their international relations from the threat 
or use of force against the territorial integrity or political 
independence of any state 


and that the United Nations— 


shall insure that states which are not members of the United 
Nations act in accordance with these principles so far as may 
be necessary for the maintenance of international peace and 
security. 


The undertaking by all members (art. 43) to negotiate agreements 
with the Security Council to make available “armed forces, assistance 
and facilities” for that purpose has been frustrated by the Soviet 
Union’s “veto.” This has been partially overcome by a General As- 
sembly resolution (377 v, November 3, 1950) which enables that 
plenary body to recommend concerted action in the event that the 
Security Council cannot reach a decision. The formation of the 
United Nations Command in Korea, 1950-53, and of the United 
Nations Emergency Force in Egypt in 1956 shows that the principle of 
collective security has possibilities even on an ad hoc basis. 

In default of the program for collective security provided in the 
Charter, the United States and the free world generally have relied, 
under article 51, on— 


the inherent right of individual or collective self-defense if 
an armed attack occurs against a member of the United Na- 
tions, until the Security Council has taken the measures neces- 
sary to maintain international peace and security. 


Regional arrangements consistent with the charter are authorized by 
article 52, and a number of multilateral treaties for regional self- 
defense have been concluded. All of these are explicit applications 
of the above thesis and all provide that an armed attack upon any of 
the parties is to be considered an attack against all of them, each being 
obliged to act in accordance with its constitutional processes. The 
United States is bound to 43 other states by such treaties: 
Inter-American Treaty of Reciprocal Assistance, Rio de Ja- 
neiro, September 2, 1947: The geographical region of the West- 
ern Hemisphere to which the treaty refers extends from the 
North to the South Pole and takes in wide expanses of the At- 
lantic and Pacific Oceans adjacent to the North and South Amer- 
ican continents. 
The North Atlantic Treaty, Washington, D. C., April 4, 1949: 
Its geographic scope comprises Western Europe, North America, 
islands of the parties north of the Tropic of Cancer in the 
North Atlantic, Greece, and Turkey, and the Mediterranean and 
North Atlantic Oceans. NATO is articulated with the Western 
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European Union established by the Brussels Treaty of March 17, 
1948, as revised by the Paris protocol of October 23, 1954. 

Security treaty (ANZUS), San Francisco, September 1, 1951, 
between Australia, New Zealand, and the United States. 

Southeast Asia Collective Defense Treaty, Manila, September 
8, 1954: The “treaty area” is the general region of Southeast Asia 
and of the Southwest Pacific, the territories of the Asian parties, 
and excludes the Pacific area north of latitude 21’30° N. 


Each of these treaties provides for a Council, composed of Min- 
isters of Foreign Affairs or members designated by them. The Coun- 
cils may meet at any time; but must be convened for the purposes of 
the treaties. Except for NATO, however, the machinery established 
is somewhat passive and more political than technical, without much 
direct relation to the defense politite of the parties. 

1. North Atlantie Treaty Organization 

The North Atlantic Treaty Organization (NATO) is the most ac- 
tive, extensive, and elaborate system of regional self-defense, though 
established by one of the shortest of international documents. This 
states the determination of member governments to— 


safeguard the freedom, common heritage, and civilization of 
peoples founded on the principles of democracy and the rule 
of law. 


The Council of NATO meets at stated intervals and has developed 
a number of subsidiary bodies, directed by the permanent representa- 
tives of the parties to the treaty, resident at headquarters. Coordina- 
tion of their national armed forces, including adoption of common 
technical standards, is a prime objective. 

The North Atlantic Treaty was signed in Washington, D. C., on 
April 4, 1949, by the Foreign Ministers of Belgium, Canada, Den- 
mark, France, Iceland, Italy, Luxembourg, Netherlands, Norway, 
Portugal, United Kingdom, and the United States. Greece, Turkey, 
and West Germany (in 1955) later became signatories. By the time 
of the fifth session of the Council in September 1950, it was clear that 
military security required the “creation in the shortest possible time 
of an integrated military force adequate to the defense of freedom in 
Europe.” This force, “subject to political and strategic guidance by 
the appropriate agencies of the organization,” would be under a su- 
preme commander supported by a multination staff. Im May 1951, 
the Council absorbed what were previously the Defense Committee 
and the Defense Financial and Economic Committee and became the 
sole ministerial body in the Organization. It announced the cre- 
ation of a financial and economic board to be located in Paris where 
it might utilize certain facilities provided for the Organization for 
Economic Cooperation. 

In addition to its command of armed forces, NATO has responsi- 
bility for the military construction (infrastructure) necessary to sup- 
pass its command. The common costs, shared on a percentage basis 
vy all members, include total planned expenditures for infrastructure, 
$2 billion; civil and administrative costs at Paris headquarters, about 
$4 million in 1955; support of military headquarters staff (not in- 
cluding salaries), about $25 million annually ; new headquarters build- 
ing, about $7 million. It is difficult to place monetary amounts upon 
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other less tangible costs, such as the waiver of taxes normally charge- 
able and the land and utilities furnished by a country in which NATO 
infrastructure facilities are built. 

Nor is it easy to differentiate between national expenditures on be- 
half of NATO and expenditures for purely national defensive pur- 
poses. It might even be said that the purpose of NATO is to make 
these indistinguishable. The summary figures for military aid by 
other free nations presented in table 1 (see p. 2) divide the total 
of $1,336.4 million for Western European nations during the 4 years 
1952-55 into 2 parts: bilateral and regional. Some of the bilateral 
and all of the regional ($779 million) can be assumed to apply to 
NATO programs." The total $1,275 million of military aid from 
“developed Commonwealth countries” is wholly attributable to Can- 
ada. The Canadian Government estimates that its NATO contribu- 
tion through 1957 will approximate $1,418 million. The military 
assistance by “other free nations” included in table 1, estimated at 
$38.3 million, was also for NATO purposes, made by Turkey and 
Greece. Not shown in these figures are military aid contributions 
upon which, as indicated above, no precise monetary value can be 
attached, made particularly by the United Kingdom and France. 

The total contributions of NATO members other than the United 
States to its current infrastructure budget approximate 57 percent 
of the total; those to its headquarters administrative budget approxi- 
mate 66 percent. The separate shares of individual members cannot 
be precisely determined, or estimated for any particular year, since 
their infrastructure funds are budgeted in “slices” and the distribu- 
tion of costs among them is not disclosed. Moreover, Germany’s ad- 
mission to NATO in 1955 is resulting in a reallocation of costs for 
subsequent years. 

A conception of the character and breadth of NATO responsibili- 
ties and activities can perhaps best be conveyed by the following out- 
line of its organization: : 

The North Atlantic Council: Foreign Ministers, as representa- 
tives of member states, with Permanent Representatives as alter- 
nates. Rotating Chairman, Vice Chairman (Secretary General) 
presiding in his absence, usually meets once, often twice a week, 
with authority “in no way altered by the presence or absence of 
ministers,” Decisions by unanimous agreement. 

Council Committee and Working Groups advise Council 
on specific matters and recommend appropriate action. 

The Military Committee: Supreme military authority 
in NATO, under the Council, composed of Chiefs of 
Staff. Meets when necessary to give military advice to 
Council and direct subordinate military bodies, which 
are in permanent sessions. Chairmanship rotates 
annually. 

Standing Group: Chiefs of Staff of United King- 
dom, France and United States, ox their representa- 
tives. Superior body to which Supreme Com- 
manders are responsible. Is continuously in session 


The figures in table 1 are in part themselves based on the assumptions that NATO 
expenditures on infrastructure were approximately $1 billion and that NATO adminis- 
trative expenses were constant over the period. ‘The figures in table 1 do not, of course, 
include contributions by the United States. 
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in Washington. Chairmanship rotates quarterly. 
Members represent their countries on Military 
Representatives Committee and together compose 
its executive body. Coordinates and integrates de- 
fense plans of NATO commands and Canada- 
United States Regional Planning Group, with 
appropriate recommendations. Maintains perma- 
nent liaison officer with small staff of officers drawn 
in rotation from all member nations at Council 
Headquarters—thus maintaining close cooperation 
between NATO civilian and military authorities. 

Military Representatives Committee: In continu- 
ous session in Washington; composed of representa- 
tives of Chiefs of Staff of NATO nations. Author- 
ized to deal with many military matters which 
would otherwise await full meeting of Military 
Committee. 


The Military Commands: 

European Command—under Supreme Allied Com- 
mander, Europe (SACEUR). Headquarters at Su- 
pene Headquarters Allied Powers, Europe (SHAPE). 

aris. 

Atlantic Ocean Command—under Supreme Allied 
Commander, Atlantic (SACLANT). Headquarters, 
Norfolk, Va. Operational rather than administrative, 
and no forces permanently attached. Subordinate com- 
manders directly responsible for Western Atlantic Area, 
Eastern Atlantic Area, Eastern Atlantic Area (Air), 
Striking Fleet Atlantic. 

Channel Command—Covers the English Channel and 
the Southern North Sea. Two Commanders: “Allied 
Commander-in-Chief Channel” and “Allied Maritime 
Air Commander-in-Chief.” 

SACEUR, SACLANT, and the two Commanders of 
the Channel Command are responsible for development 
of defense plans in time of war; for determination of 
force requirements in their areas; and for deployment 
and exercise of forces assigned or earmarked to them. 

All Command reports and recommendations are 
made through Standing Group from which political 
guidance obtained. Organized along flexible lines al- 
lowing mutual support and ropes shifting of land, sea, 
and air forces to meet tactical situations which might 
confront North Atlantic Community. 

Other Military Agencies receiving guidance and direction 
from Standing Group: 

Canada-United States Regional Planning Group. 

NATO Defense College—Paris (training of individ- 
uals needed to serve in key capacities in NATO). 

Military Agency for Standardization—London. 

Communications Agencies in Europe—London and 
Paris. 

Advisory Group on Aeronautical Research and Devel- 
opment—Paris. 
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The International Staff /Secretariat: 


Secretary General—responsible to Council (of which Vice 


Chairman); organizes its work; directs the International 
Staff/Secretariat. 


Deputy Secretary General—shares responsibility over whole 


field of work of International Staff/Secretariat. 


Division of Political Affairs—(Assistant Secretary Gen- 
eral for Political Affairs). Three sections: 

Political liaison with Delegations; preparation of re- 
ports on political subjects for Secretary General and 
Council. 

Liaison with other international organizations whether 
inter-governmental or not. 

Activities connected with strengthening free institu- 
tions and economic collaboration (Article 2 of Treaty). 

Division of Production and Logistics—(Assistant Secre- 
tary General for Production and Logistics). Most officers 
specialists in production of major items of military equip- 
ment; work coordinated by Review and Liaison Section; In- 
SETUCHIER Section is attached. Four main categories of 
work: . 

Technical Services: supply of information to meet 
production problems. 

Procedures: planning long-term production shared by 
Member States. 

Participation in Annual Review: analyzing produc- 
tion programs and capacities of Member States in rela- 
tion to national force programs. 

Engineering and financial supervision over infra- 
structure program, as agent of Infrastructure Commit- 
tee of Council. 

Division of Economics and Finance—( Assistant Secretary 
General for Economics and Finance) : plays important part 
in Annual Review. Three sections: 

Economic Studies: continuous survey of politico- 
economic capabilities. 

Emergency Planning: supplies of raw materials, pri- 
mary products, general commodities. 

Costing and Screening: costing of national defense 
programs. 

Office of the Secretary General—Under direction of Execu- 
tive Secretary, who is Council Secretary but responsible to 
Secretary General for arranging program of work and see- 
ing that action is initiated on Council decisions; supervises 
Secretaries of Council Committees; maintains liaison with 
the Standing Group Liaison Officer; is responsible for gen- 
eral administration of International Staff/Secretariat. 

Information Division—Cooperates with national In- 
formation Services. 

Office of the Financial Controller—Preparation of 
the Budget; collection of contributions; disbursements; 
maintenance of budgetary and cash accounts; internal 
control of expenditure. 


Office of Statistics. 


——————————————————— 
——————— 
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The Communique of the North Atlantic Council, issued on Decem- 
ber 14, 1956, at the end of a 4-day meeting, for the first time expressed 
concern for a geographical area and a type of aid beyond shies of 
a NATO responsibilities. It urged a permanent settlement 

etween Israel and the Arab States and recognized “the need for ade- 
quate support for economic development for the area.” 

The ole of NATO as an agency for the coordination of aid pro- 
grams among free nations is discussed in more specific terms in chap- 
ter II. 

2. Organization for European Economic Cooperation 

The Organization for European Economic Cooperation (OEEC) 
has developed a role in European economic affairs which in many ways 
resembles that of NATO respecting military and defense functions. 
Both provide vehicles for mutual assistance among their members 
within the same general area. Neither is primarily concerned with 
the welfare of other areas. Although members of NATO, the United 
States and Canada are “associated” with the OEEC. The types of 
activity in which the OEEC engages, however, are even less capable 
of summarization in monetary or other quantitative terms than are 
those of NATO. 

The OEEC was set up under the leadership of France and the 
United Kingdom in 1948, initially to allocate funds for a European 
recovery program to be supplied by the United States in accord with 
the proposals of Secretary of State Marshall. These contemplated 
that the program would be developed by the participating countries 
themselves. All countries in Europe except Spain were invited to 
take part and 14 accepted, with 17 ultimately becoming members of the 
permanent organization. 

The OEEC members (article 2) continue to “promote with vigor 
the development of production, through efficient use of the resources 
at their command, whether in their metropolitan or overseas terri- 
tories.” The Organization finds that many of the economic problems 
of postwar Europe must be met “by a combination of international 
action, governmental action and action on the part of private individ- 
uals and firms in the different countries.” Under the rule of unanim- 
ity laid down in the OKEC Convention, conflicts of interest between 
different countries have “sometimes held up a decision”; but the “at- 
mosphere of mutual confidence within the Organization” that this 
rule has created “has in many cases eventually assisted in the attain- 
ment of agreement.” Cited by OEEC in this respect are “the alloca- 
tion of American aid during the Marshall plan period, the institution 
of the Code of Liberalization of Trade and the drafting of the Euro- 
pean Monetary Agreement which is to come into force when monetary 
convertibility is reestablished.” 

Speed as a fundamental characteristic of OEEC’s method of work 
is emphasized: “As the governments participate directly in all de- 
cisions, from the drafting stage onwards, it takes no longer to finalize 
a project than it does to shape a national decision. Once taken, the 
decision becomes binding on all the member countries and has the 
force of law.” Thus are incorporated “within the European frame- 
work national policies which might otherwise find themselves at 
variance with each other.” 
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Among the more important subordinate agencies established by the 
OEEC are the European Payments Union (1950) and the H'uropean 
Productivity Agency (1953). The first “acts as a clearinghouse for 
the settlement of all visible and invisible transactions between each 
metropolitan country of Western Europe which is a member * * * 
and all other member countries, their overseas territories, and the 
countries which are associated with them in the matter of currency.” 
The second “undertakes and promotes measures tending to the accept- 
ance and adoption of the best and most modern techniques, and to the 
removal of factors limiting their adoption.” In addition, OKEC 
maintains an elaborate series of “working parties” and committees 
both “horizontal” and “vertical.” Among the latter are committees 
responsible in each case for the study of production and trade in a 
given raw material, basic product or service, and for following the 
trends of development therein. 

The work of the OEEC has provided essential foundations for a 
closer union of the nations in Western Europe. It is the best illustra- 
tion known to us of the type of regional self-help which we suggest 
as a goal of United States assistance programs in a later chapter of 
this report. 

3. Inter-American Treaty of Reciprocal Assistance 

The Inter-American Treaty of Reciprocal Assistance, first of the 
regional defense pacts above noted to 4 established (1948), created 
an Organ of Consultation to “characterize aggression” and designated 
the Meeting of Consultation of Ministers of Foreign Affairs to serve in 
that capacity. An armed attack upon a member calls without delay 
for a Meeting of Consultation and a simultaneous convocation of 
the Council of the Organization, its plenary body composed of the 
same members. The Organ of Consultation is assisted by the Advisory 
Defense Committee, which has a permanent staff and which informs 
the former on “problems of military cooperation that may arise in 
connection with the application of existing special treaties on collec- 
tive security.” 

The Inter-American Defense Board, charged with planning the 
collective defense of the Western Hemisphere, has numerous im- 
portant defense assignments. It visits military installations in all 
member countries; arranges meetings and paiumion of military 
experts; studies complex questions of transportation, communication, 
intelligence, and terminology ; and as its major task perfects the “Gen- 
eral Military Plan for the Defense of the American Continent.” 


4. Southeast Asia Treaty Organization 


The Southeast Asia Treaty Organization (SEATO) grew out of 
the treaty previously mentioned and came into force February 1955, 
with eight member countries: Australia, France, New Zealand, 
Pakistan, Philippines, Thailand, the United Kingdom, and the United 
States. Three of these—Australia, New Zealand, and the United 
States—which earlier (1951) had adopted a security treaty (ANZUS) 
among themselves, seem largely to have merged their mutual defensive 
interests within SEATO, as a later and wider instrument. 

In the treaty creating SEATO— 


The parties undertake to strengthen their free institutions 
and to cooperate with one another in the further develop- 
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ment of economic measures, including technical assistance, 
designed both to promote economic progress and social well- 
being and to further the individual aa collective efforts of 
governments toward these ends. 


This promise was repeated in slightly different language in the 
“Pacific Charter” proclaimed at the signing of the treaty: 


they will earnestly strive by every peaceful means to promote 
self-government, and to secure the independence of all coun- 
tries whose peoples desire it and are able to undertake its 
responsibilities; they are each prepared to continue taking 
effective practical measures to insure conditions favorable to 
the orderly achievement of the foregoing * * *; they will 
continue to cooperate in the economic, social and cultural 
fields in order to promote higher living standards, economic 
progress, and social well-being in this region. 


Staff of SEATO have discussed possibilities of standardization, 
methods of military training, and problems of military equipment. 
Officers and cadets from SEATO countries have received training in 
the United Kingdom and the United States. Military advisers assist 
the SEATO Council on measures for common defense and through 
subcommittees make plans to resist potential aggressions against mem- 
ber states. In addition, advice has been received from committees of 
security experts, economic experts, and experts on information, cul- 
tural, educational, and labor affairs. In these functions, United 
States representatives take an active part. 

To date no economic aid has been administered by the SEATO 
Council, although there has been some discussion of pooling economic 
aid through the Organization, in accordance with the conception of 
“defense support.” Outside the strictly military field, the only sig- 
nificant economic aid has been proffered on a bilateral basis by Aus- 
tralia, which has indicated the availability of equipment and supplies 
valued at some $4.5 million which it is willing to furnish to the South- 
east Asia nations under bilateral agreements. As far as can be learned, 
only one-half this amount has been definitely allocated. Apparently, 
the French also have contributed some cultural and educational 
assistance. 

It is understood that the military contributions of members have 
been bilateral. Thus military assistance has been given by the United 
States to Pakistan, the Philippines, and Thailand, in the form of free 
equipment, financial assistance in meeting defense costs, and training 
of personnel in the United States and in their own countries. Officer 
cadets from Thailand have also attended military schools in France. 
The United Kingdom, too, has trained military personnel from the 
treaty area. 

A weakness of SEATO appears to reside in the absence from it of 
several important nations within its area. One consequence is that 
arrangements for a permanent secretariat have not been made. The 
SEATO secretariat is now lodged in Bangkok under an official of 
the Thai Ministry of Foreign Affairs. 


5. The Baghdad Pact 


The Baghdad Pact is in a different category than the regional de- 
fense organizations previously discussed, so far as the United States 
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is concerned. Its members are the United Kingdom, Turkey, Iran, 
Traq, and Pakistan. The United States, which is generally understood 
to have suggested the pact, is not a member but belongs to two of its 
committees: the Counter Subversion Committee and the Economic 
Committee. There is no infrastructure budget, such as that of NATO. 
All aid going into the treaty area is on a bilateral basis. The United 
States has 5 officer observers in Baghdad and 7 civilians in the secre- 
tariat of the committees to which it belongs. 

To date, no outrivht economic assistance or assistance of “defense 
support” types has been given under this pact. However, the Eco- 
nomic Committee has made studies of measures for pest control 
and standardization of road signs. A report from Paris on Decem- 
ber 16, 1956, by William H. Stoneman of the Chicago Daily News 
Foreign Service, asserts that, as a sequel to the December meeting of 
the North Atlantic Council of NATO— 


it is hoped that the character of the Baghdad Pact can be 
altered from that of a military grouping into a much larger 
grouping designed primarily to promote economic develop- 
ment. 


Behind the pact lies implicitly the support of American military 
power; and this undoubtedly gives weight to the efforts of United 
States representatives to secure through the pact an effectively co- 
ordinated defensive cordon against threats to the area of aggression 
from the north. 





CHAPTER II 


EXISTING RELATIONS AMONG AID PROGRAMS OF FREE 
NATIONS 


Chapter I has described and summarized the foreign aid extended 
by other free nations, much of which is channeled through multilateral 
and regional organizations. To examine the relations among these 
programs requires attention also to the foreign assistance activities of 
the United States. 

This country has concluded military pacts and alliances, collectively 
or bilaterally, with sovereign nations in all areas where its defensive 
interests seemed involved. Their military aspects and the assistance 
extended under them are intermingled with political, economic, and 
social considerations. The importance for mutual defense of advanc- 
ing the economic and social well-being of peoples within these security 
systems has been continuously recognized. The form of assistance by 
this country has consequently varied with circumstances. Exchanges 
of military information have sometimes been mutually useful. When 
the equipment of armed forces has seemed essential, more tangible aid 
from the United States has been invoked. The United States supports 
the structure of regional defense in accordance with quota schedules, 
but at the same time it often extends assistance to its treaty partners 
on a bilateral basis. Through flexibility it seeks to encourage the 
maximum cooperation by countries whose defensive interests are more 
narrowly limited than our own. Armament is a substantial factor in 
the total cost but large amounts have been expended for “defense 
support,” infrastructure, and economic aid to allies. 

Pacts for mutual defense have not replaced support by the United 
States of the United Nations and the United Nations system of 
specialized agencies. Such support is a cardinal tenet of American 
foreign policy and it necessitates our participation in the multilateral 
aid activities of these organizations. The free world, with the United 
States as its foremost member, is thus bound together by interlocking 
arrangements for assistance to members needing it, in the interest 
of all. : 

The general problem here considered is the extent to which these 
arrangements are consistent with and reinforce each other. In chap- 
ter V we will examine the possible desirability for the United States 
of altering its participation, or the degree of its participation, in par- 
ticular programs—of seeking a greater or lesser degree of coordinated 
effort with some of them. 


A. MUTUAL AID IN EUROPE AND THE NORTH ATLANTIC 


As indicated in the last section of chapter I, NATO and OEEC, 
with material and moral support from the United States, have helped 
to lay practical foundations for types of relationships among the free 
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nations of Western Kurope which have long been the dream of 
enlightened statesmen of that Continent. To the extent that the 
United States and Canada have participated 1 in building these founda- 
tions, the “North Atlantic Community” has become a reality; but a 
more significant evolution has taken place within the Western 
European region itself. 

The Council of Europe was created in 1949 by Belgium, Denmark, 
France, Ireland, Italy, Luxembourg, the Netherlands, Norway, 
Sweden, and the United Kingdom, with the aim of achieving— 


a greater unity between its Members for the purpose of safe- 
guarding and realizing the ideals and principles which are 
their common heritage and facilitating their economic and 
social progress. 


Its active headquarters at Strasbourg, under the direction of the Com- 
mittee of Ministers, guides the work of 6 committees which have pro- 
duced 8 conventions in working toward this aim. Its representative 
Consultative Assembly works with the Common Assembly of the 
supranational Huropean Coal and Steel Community, established be- 
tween West Germany, Belgium, France, Italy, Luxembourg, and the 
Netherlands, with the United Kingdom as an associate. 

The Coal and Steel Community has become the motivating center 
of economic coordination looking to a European “common market.” 
It works with all European economic bodies, and its Common Assem- 
bly was the laboratory which in 1952 produced the Huropean Defense 
Community. ‘This was intended to consist of common institutions, 
common armed forces, and a common budget to support them, for 
West Germany, Belgium, France, Luxembourg, and the Netherlands. 

These agencies and mechanisms have been supported by the United 
States. The Mutual Security Act of 1952 states that— 


The Congress welcomes the recent progress in political fed- 
eration, military integration, and economic unification in 
Europe and reaflirms its belief in the nec essity of further vig- 
orous efforts toward these ends as a means of building 
strength, establishing security, and preserving peace in the 
North Atlantic area. 


The act authorized provision of funds to any of the following organ- 
izations: (a) NATO, (6) the European C oal and Steel Community, 
(c) the organization which might evolve from current international 
discussions concerning a European Defense Community. The Mutual 
Security Act of 1954 ‘authorized transfer of equipment and materials 
to any state that had ratified the treaty constituting the European 
Defense Community and was developing a collective defense program. 

The failure of the treaty for the European Defense Community 
brought the United States directly into negotiations for a substitute. 
The substitute was found by reverting to the 1948 treaty of economic, 
social, and cultural collaboration a collective self-defense between 
the United Kingdom, Belgium, France, Luxembourg, the Netherlands 
and later West Germany and Italy, by ‘which was created the Western 
European Union. The Council of this body functions continuously, 
establishes subsidiary bodies and in particular an Agency for the Con- 
trol of Armaments. The armed forces of the Western European 
Union are under the Supreme Allied Commander for Europe of 
NATO, and are suitable for assimilation to NATO forces. 





' 
' 
' 


ee 


FOREIGN AID ACTIVITIES OF OTHER FREE NATIONS 45 


Accretions to NATO or peripherally associated with it are not at an 
end. The atoms-for-peace program of the United States finds a ve- 
hicle in the European Organization for Nuclear Research, which is 
supporting an international laboratory at Geneva under a convention 
of 1952 among 10 European nations. Its research will be of a purely 
scientific and fundamental character “with no concern for military 
requirements.” In May 1956 the Common Assembly of the European 
Coal and Steel Community proposed a European Atomic Community 
(Euratom) for the rapid, flexible, well-ordered and long-range 
development of atomic power for peaceful endeavors. Negotiations 
begun in September look toward the creation of an organization to 
operate in cooperation with OEEC, the Council of Europe and the 
International Atomic Agency of the United Nations, under a com- 
mission with powers parallel to those of the United States Atomic 
Energy Commission. 

In the light of these developments NATO has recently sought to 
reappraise its functions. Its qualitative organization as a military i in- 
stitution is high; though its quantitative production of unified forces 
has lagged behind the blueprints, more particularly in respect of 
ground forces. In December 1956 the Council considered investing 
its directorate with some political as well as military authority. Un- 
der discussion were closer liaison with the Council of Europe and the 
establishment of economic cooperation with the OEEC and its two 
offspring, the European Payments Union and the European Produc- 
tivity Agency, also with the European Coal and Steel Community and 
the projected European Organizations on Nuclear Energy and Com- 
mon Market. 

The United States Government is independently in touch with all 
these bodies through the United States Mission to NATO and Euro- 
pean Regional Organizations (USRO) which succeeded the Special 
Representative in Europe. The head of the USRO team is the per- 
manent representative of the United States on the NATO Council and 
is responsible to the Secretary of State. The Secretaries of Defense 
and Treasury and the Director of the International Cooperation Ad- 
ministration are represented by advisers to the mission upon relations 
in their fields. The mission has a representative to the Ministerial 
Council of OEEC and it maintains contact and relations with all the 
multilateral or supernational organizations of Europe. 

Among these organizations, NATO, because of its system of affilia- 
tions, its responsibilities for defense, its resources, the relative per- 
fection of its organization and the direct partic ipation in its adminis- 
tration of the United States and Canada, seems likely to become and 
to remain for some time the most effective existing agency for overall 
coordination. A detailed appraisal of its present effectiveness in this 
role would require an extensive study in which we have not engaged. 
Under Lord Ismay, who was appointed Secretary General on March 
12, 1952, it appears to have gained general recognition as a coordi- 
nating mechanism. Paul-Henri Spaak, appointed to succeed Ismay 
in December, 1956, is expected to maintain NATO’s reputation for 
efficiency and to extend the breadth of its coordinating responsibili- 
ties. This would accord with policies of the United States expressed 
in the Mutual Security Act. 

In a carefully worded and possibly inspired article by Kenneth 
Miller datelined from Paris and appearing in the Wall Street Jour- 
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nal of December 21, 1956, “American officials” are quoted as saying 
that they will “put a high premium on ‘coordination’ among European 
NATO members to insure the most practical use of American help. 
The idea will be to try to avoid expensive and unnecessary duplica- 
tion.” Defense Secretary Wilson is quoted as saying “Countries in 
the best position to proceed” with producing a given weapon “should 
do so; but they should also welcome participation of other nations 
* * * through subcontracting and licensing.” Mr. Miller continues: 
“Still another effort at closer collaboration among the NATO partners 
is taking shape under wraps here. It’s the idea of a fund financed by 
member nations ‘according to their ability’ to be used on projects too 
expensive for a smaller NATO member to undertake alone.” <A 24- 
hour radar warning screen, evaluating centers, and fast communica- 
tions in Norway are cited as an example of a possibility too expensive 
for Norway to provide from its own resources but which “would pay 
dividends for the whole alliance.” 

Although these suggestions fall within the scope of mutual defense, 
the particular province of NATO, they could scarcely be effectuated 
without drawing the other organizations of Western European coop- 
eration into closer operating relationships. 


B. COORDINATION WITHIN OTHER REGIONAL AID PROGRAMS 


Little can be added to the descriptions given in chapter I of 
SEATO, ANZUS, and the Baghdad Pact and Inter-American De- 
fense arrangements to indicate their effectiveness as coordinating 
mechanisms. Perhaps this could be fully disclosed only by the ap- 
pearance of emergencies which they were created to prevent. Their 
primary responsibilities are defensive in a military sense. The Car- 
ibbean Commission, the South Pacific Commission, and the Commis- 
sion for Technical Cooperation in Africa South of the Sahara, while 
devoted to economic development, have until now been relatively 
inconspicuous in their activities and achievements. We have no reason 
to doubt their value or the success of their coordinating functions 
within the limited scope of their activities. 

Notably successful in our judgment have been the efforts of the 
Organization of American States and the members of the Colombo 
plan to achieve effective relationships among the separate activities 
which are furthering economic and social development within their 
regions. Together with the instruments for European cooperation 
previously described, they demonstrate in many ways the increased 
value to all when separate but related projects are made to reinforce 
each other. They also demonstrate the value, in our opinion, of a 
regional approach to programs of economic and technical as well 
as military assistance. We shall amplify this opinion below. 


C. COORDINATION OF MULTILATERAL TECHNICAL ASSISTANCE 


_United Nations mechanisms and procedures for coordinating tech- 
nical assistance to underdeveloped countries have been adapted to 
an unusual variety of interests entitled to consideration. These in- 
clude the national governments extending and receiving aid and the 
international specialized agencies in particular fields, such as labor 


(ILO), health (WHO), and agriculture (FAO). The specialized 
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agencies themselves represent member governments, not all of which 
have been members of the United Nations but some of which are 
members of such regional organizations for technical and economic 
assistance as the Colombo plan and of such regional defense bodies 
as NATO. Some of the specialized agencies (e. g., ILO) have pro- 
grams of technical aid that are older than the United Nations itself. 
It is clear that problems of coordination may arise not only at field 
operating levels but with respect to a variety of national and interna- 
tional interests. 

When the United Nations expanded program of technical assistance 
was launched, its operations were placed within the Technical Assist- 
ance Administration (TAA). This administers United Nations activ- 
ities related to economic development, social affairs, human rights, 
and public administration, in cooperation with the United Nations 
specialized agencies, The seven of these which participate in the 
expanded programs are: the International Labor Organization (ILO), 
the World Health Organization (WHO), the Food and Agricultural 
Organization (FAO), the International Civil Aviation Organization 
(ICAO), the Educational, Scientific and Cultural Organization 
(UNESCO), the International Telecommunication Union (ITU) 
and the World Meteorological Organization (WMO). 

The costs of expanded program administration are carried in part 
IX of the United Nations budget for “technical programs.” The 
operating funds, which are distributed among the participating spe- 
cialized agencies, are pledged by United Nations member states at 
a “pledging conference” in October each year, under the aegis of 
the United Nations General Assembly’s Negotiating Committee for 
Extra Budgetary Funds. Broad supervision is maintained by the 
Assembly’s Administrative Committee on Coordination (ACC), com- 
posed of the United Nations Secretary General and the Directors 
General of the participating specialized agencies. 

Two new instruments of coordination for the expanded program 
were established: The Technical Assistance Board (TAB) is com- 
posed of representatives of the seven specialized agencies that have 
been named, under a chairman designated by the United Nations 
Secretary General. The International Bank for Reconstruction and 
Development (IBRD) and the International Monetary Fund (IMF) 
participate in TAB as observers but do not receive funds from the 
expanded program. The Technical Assistance Committee (TAC) 
is composed of the governments currently serving upon the 18-member 
Economic and Social Council. 

TAB has immediate responsibility for proposing allocations from 
the operating fund to the specialized agencies in accordance with 
the overall program that it compiles. Its decisions are usually reached 
by general agreement. If no agreement is reached, the matter may 
be referred to the TAC, by which, in principle, it may be referred 
to the Economic and Social Council and thence to the General Assem- 
bly. TAB has resident representatives in 45 countries. They are 
expected to provide administrative service and orientation for the 
field representatives of the specialized agencies and to help pull related 
projects together through direct contacts with the foreign offices or 
other ministries concerned in the recipient country. They have the 
main United Nations responsibility in the field for coordinating the 
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expanded program of technical assistance with the bilateral programs 
of the United States or any other nation. 

The way in which the overall U. N. program of technical assistance 
is developed can best be described by the following outline: 
Formulation of U.N. Technical Assistance Program by Calendar ¥ ear 

lst quarter: TAB—formulates country target programs 
(worked out on basis of country’s needs as presented by U. N. 
resident representatives). 

2d quarter: U. N. Resident Representative—transmits target 
to recipient government, consults with government and Specialized 
Agencies on program formulation. 

Requesting Government—determines program, formulates re- 
quests, establishes priorities in consultation with Resident Repre- 
sentative and Specialized Agency representatives. 

3d quarter: U. N. Resident Representative—transmits requests 
to— 

TAB—which compiles total program and recommends alloca- 
tions to cooperating Specialized Agencies. 

4th quarter : TAC—reviews and approves programs, authorizes 
allocations to agencies, 

General Assembly—confirms allocation to agencies. 

Pledging Conference—Governments pledge funds to support 
recommended program. 

The United States has its own technical aid program and is simul- 
taneously the largest contributor to that of the United Nations, Co- 
ordination between them is a matter in which the governments of 
recipient countries have a primary interest and it thus takes place 
largely “in the field.” In many countries a system of committees has 
been developed to supplement informal Sadievenohe between United 
States and United Nations mission chiefs. Particular projects are 
tentatively assigned to whichever organization can handle them most 
easily and oectivsly, with the final decision resting with the recipient 
government. However, direct consultation looking toward coordinated 
efforts between United States and United Nations officials at top levels 
of program administration have also been developed. By agreement 
no project will be undertaken on either side without the exchange of 
information between United Nations and International Cooperation 
Administration Headquarters. 

The following chart Poon the relationships through which 
coordination takes place between United Nations and United States 
Headquarters and in the field, together with the lines of administrative 
responsibility of each: 
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U. S. AND U. N. COORDINATION OF TECHNICAL 
ASSISTANCE PROGRAMS 


HEADQUARTERS COORDINATION 


ICA TAB—U. N. 
PNR 453... Btls. ark abhi decree d-iarees Aas New York 
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! 2. Exchange of documents 
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FIELD COORDINATION 
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D. COORDINATION OF UNITED STATES AND OTHER AID 
PROGRAMS IN THE FIELD 


Responsibilities for the coordination of United States assistance 
with that of multilateral organizations and other nations rest heavily 
upon the chiefs of diplomatic missions and their staffs. It involves 
many negotiations through ordinary diplomatic channels, together 
with related contacts with military and civilian officials. The process 
can be observed most easily in the case of technical and economic 
assistance, in part because “technical cooperation” had its origins in 
the United States, receiving its first formal expression in point 4 of the 
President’s inaugural address in 1949. 

Bilateral technical cooperation by the United States with other 
countries operates as a result of general and specific agreements be- 
tween the governments. Provision is made in each of the other coun- 
tries for a resident United States Operating Mission (USOM), which 
is under the direction of the chief of the diplomatic mission and is 
often manned by its officers. In consequence, the customary lines of 
diplomatic intercourse are utilized in the development of programs. 
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The two governments “undertake to cooperate” and will “consult, 
upon the request of either of them,” on the application of the general 
agreement to particular projects. The agreement is sometimes sup- 
plemented by the establishment of a joint commission for the economic 
development of the recipient country. 

Projects are broached in relations between the USOM staff and the 
interested government and cleared with the chief of the diplomatic 
mission before transmission to the Department of State for consider- 
ation by its International Cooperation Administration (ICA). The 
Americans on the ground must satisfy themselves that the project will 
contribute in a constructive way to the welfare of the recipient coun- 
try, is within the proper scope of American activity, and is appropri- 
ately coordinated with other projects under way or contemplated. 

Thus in May 1952, a joint State-Mutual Security Agency airgram 
to diplomatic and consular officers called for coordination in the field 
between United States and United Nations technical assistance pro- 
grams. United States representatives were asked “to support * * * 

y all appropriate means” the undertaking of useful and feasible 
projects within the United Nations system “whenever recipient gov- 
ernment so desires.” Further, they were instructed “to prevent either 
system from starting similar projects or programs in a specific field.” 
The stated purpose was “the development of working cooperation in 
which we shall do everything possible on our side to promote both 
in planning and in operations the best use of total available resources.” 

n informal working group was recommended for “bringing to- 
gether at regular intervals the recipient government interest, the 
United States interest, and the United Nations agency interest, for the 
discussion of requests and program proposals for technical assistance.” 
The recipient government should “be itself so organized as to present a 
single point of contact to outside sources of assistance. In some gov- 
ernments an interministerial committee is functioning for this purpose. 
In others a special ministry has been created.” 

The working group so recommended is typically composed of the 
appropriate representative of the recipient government, the designated 
United States representative (now the chief of USOM) and the resi- 
dent representative of the United Nations Technical Assistance Board 
(TAB). It was suggested in the airgram that consultative groups in 
specialized fields, such as health, should similarly have tripartite 
representation. To such groups should be added representatives of 
any other suppliers of technical assistance in the area, such as the 
Colombo plan, the Organization of American States, United Nations 
agencies other than the Technical Assistance Board, and private 
agencies such as the Ford, Near East, and Rockefeller Foundations. 
The United States instructions emphasized further : 


To insure the necessary minimum of consultation, it is re- 
quested that henceforth proposed requests for experts and 
training grants and the substance of significant proposals for 
technical asistance be discussed with the U. N. TAB resident 
representative or appropriate U. N. agency official if one is 
available in the country concerned. 

1 At that time the United States program was pansy under the Mutual Security Agency 


and partly under the Technical Cooperation A ministration, Department of State. It 
has since been consolidated in ICA, to which the 1952 instructions still apply. 





FOREIGN AID ACTIVITIES OF OTHER FREE NATIONS 51 


Consultation, the airgram continued, should be early, before a pro- 
»0sal is submitted to Washington, and an explanation was required 
if such discussion had not taken place. 

Cognate instructions to United Nations officials also require their 
efforts toward coordination in the field. On neither side are con- 
sultations to be regarded as clearance or approval of projects, but the 
comments on the other’s proposals are to be reported to their respective 
headquarters. The ultimate aim— 


is the development by the recipient government concerned, 
after consultation with United Nations and United States of- 
ficials, of a general statement of program proposals encom- 
passing technical assistance needed from all sources. 


Programs of technical cooperation have resulted in many countries 
in the formulation of general plans of development. These have not 
reduced the number of requests for aid, but have permitted requests 
to fall into more distinct patterns, with cumulative effects on the de- 
velopment of the country or area concerned. The relationship of par- 
tieulad projects to the recipient’s whole program is an increasing factor 
in appraising requests, and a constant criterion in the field for recom- 
mending favorable consideration of projects. 

Nonproject types of economic assistance are conceived and handled 
in a somewhat different manner than projects, both in the field and by 
the ICA in Washington; but the essential processes of coordination 
are similar, 


E. FACTORS NOW MAKING FOR EFFECTIVE COORDINATION 


Possibilities of substantial duplication or overlapping between the 
existing aid programs of the United Nations and the bilateral assist- 
ance activities of the United States exist only in the area of technical 
assistance. The relations of the United States to its allies under 
mutual security pacts involve quite different problems of coordina- 
tion. Nevertheless, similar factors in both situations have contributed 
to the degree of successful coordination achieved. Five of these will 
be noted. 

(1) A number of formal coordination mechanisms already in being 
or created for the purpose are utilized, among them the Foreign Serv- 
ice of the United States. Others include the Technical Assistance 
Board of the United Nations, through which the expanded program 
of technical assistance is administered ; the consultative committee of 
the Colombo plan, whose meetings the United States attends as an 
associate but with the privileges of full membership; the regional 
economic commissions of the United Nations, in whose meetings the 
United States is represented; and the Economic and Social Council 
of the Organization of American States, with a Secretariat perma- 
nently located in Washington. 

(2) Our Government insists upon coordination by those to be as- 
sisted. Responsibility for allocations of “Marshall plan” aid was fixed 
upon the nations which were to receive it. Consultation among them 
produced the OEEC as the agency to make the allocations. With 
modified functions the OEEC remains as a “permanent coordinating 
body,” with procedures of coordination that have been carried over 
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into several other assistance programs. ‘Thus the conceptions of coop- 
eration and coordination which inspired the Colombo plan are essen- 
tially similar to those which evolved in the OEEC. 

(3) Assistance programs originate in the field, rather than at head- 
quarters of the country or organization extending the aid. It is recog- 
nized that a headquarters staff cannot easily take into account all of 
the actual conditions which affect field operations; further, that related 
— should be intermeshed in the field, both when they are 
planned and as they are carried on. 

(4) Informal habits and patterns of consultation concerning proj- 
ects sponsored from different sources have developed in the field. In- 
formal coordination of this type is often the most effective. Formal 
procedures cannot replace the sincere efforts of responsible project 
leaders to cooperate for common objectives. 

(5) Interlocking directorates of aid programs facilitate the ex- 
change of information and the uncovering of potential relationships 
among them. Members, deputies, associates, delegates, and observers 
participate in the work of councils, boards, commissions, conferences, 
congresses, working parties and delegations. Full and formal mem- 
bership in such bodies is often less important in determining the actions 
they take than the opportunities for mutual understanding and coop- 
eration that they provide. The role of the United States within and 
among them illustrates the point. The occasions on which this country 
does not in some manner participate in their deliberations are so 
exceptional as to arouse comment. The recent Bandung Conference 
of Asiatic and African nations was widely noted as such an exception. 

The United Nations and the United States have representatives at 
meetings of the Consultative Committees of the Colombo Plan, look- 
ing toward cooperation among them. The agreements establishing the 
Caribbean and South Pacific Commissions have identical articles stipu- 
lating that each— 


while having no organic connection with the United Nations, 
shall cooperate as full y as possible with the United Nations 
and with appropriate specialized agencies. 


The ILO Committee of Experts on Social Policy in Nonmetropolitan 
Territories collaborates with the regional Commission for Technical 
Cooperation South of the Sahara. The International Statistical In- 
stitute, an autonomous scientific and professional body of elected indi- 
vidual members, has joined with UNESCO and with European, 
Asiatic, and Middle Eastern governments in providing centers for 
statistical education in Calcutta and Beirut. The Pan American 
Union, the Inter-American Statistical Institute and the Government 
of Chile have joined in establishing a center for training in economic 
and financial statistics at Santiago. 

These are only a few of the many such arrangements that are seeking 
through united and coordinated effort to make the most effective use 
of available resources to provide technical aid where it is needed. 





CHAPTER III 


LESSONS FROM THE EXPERIENCE OF OTHER FREE 
NATIONS 


The circumstances leading to the economic and technical assistance 
programs of other free nations have not closely resembled those affect- 
ing the United States. In general, aid by European countries is con- 
centrated upon their dependent territories or upon nations within their 
traditional spheres of political influence. When these dependencies 
were acquired—by discovery, conquest, or the leverage of power—the 
motives were those of exploitation. ‘The relationships of these suze- 
rain powers to their present or former colonies have changed; but not 
uniformly. By their programs of assistance the donors hope—as do 
we—for an enhancement of their national interests; but there are wide 
differences among them in their expectations of immediate benefits to 
themselves. 

At one extreme, assistance to territorial peoples is intended for the 
direct benefit of the home country and its industries. Concern for the 
welfare of the former is secondary. At an opposite extreme, best 
illustrated by the United Kingdom, the donor country considers its 
best interests to be served by programs leading to increasing self-gov- 
ernment in the territories and their eventual partnership with the home 
country. Between these are countries which assume a more parochial 
attitude than the United Kingdom, but realize that improvement in 
local living and working conditions is essential if they are to continue 
to benefit from territorial resources. 

The colonial development schemes now being carried out by a num- 
ber of European powers are, like the economic and technical assistance 
programs of the United States, of fairly recent origin. The limited 
experience gained from them thus far seems to justify expectations 
but also emphasizes the need for frequent reappraisal of methods, of 
economic results and of the effects in shaping the ideas of territorial 
peoples. Some programs have been drastically revised because the 
original diagnosis did not take account of such factors as the attitudes 
of the people and the availability of labor. 

The types of development programs have had to vary according to 
practical possibilities, in particular the resources available. To select 
examples from Africa, French Somaliland has very limited resources 
and its chief value is as a port of entry for Ethiopia.‘ Programs in 
this colony have perforce been limited to small improvements in food 
production and the development of limited resources in other fields. 
There is not much hope for a well-balanced viable economy. On the 
other hand, the Belgian Congo has almost unlimited resources and 


1 Development Programs in Africa South of the Sahara, Staff Study No. 8, Senate 
Committee on Foreign Relations, Subcommittee on Technical Assistance Programs, 84th 
Cong., 2d sess., November 23, 1956. Following paragraphs make considerable use of 
material in this study. 
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requires only economic know-how and capital for development. The 
Belgian Government spends no money for grants, because the colony 
can pay its own way. 1 

In view of the great number of variables affecting economic develop- 
ment, generalization is difficult. However, the following lessons from 
eee experience would seem to have importance for the United 

tates : 

(1) Agreement on an overall development plan, based on a realistic 
appraisal of the available human and physical resources, is essential. 
A realistic appraisal often indicates that in the early stages of develop- 
ment«a) ordinary budgets must be supplemented by grants in order 
to maintain the minimum social services of health, education, and 
welfare, basic to development; and (0) budgets for basic construction 
of roads, schools, docks, power facilities, etc., must be supplemented 
by grants or long-term loans. Except for the territories which are 
given economic aid (e. g., defense support) for political or strategic 
reasons, economic and technical aid cannot be justified except as it 
supplements resources developed within the territory and encourages 
the people to give their energies and support to the program. 

For example, the program of the United Kingdom in Uganda, 
developed in 1955, provided for a 5-year plan of capital development, 
two-thirds of the expenditures to be drawn from territorial revenues. 
As the main source of wealth is agriculture, a large part of the pro- 
posed spending is in this field, along with provision for improved 
communications, local rural government, education, and public 
health. Features of the plan are the encouragement given to the 
cooperative movement and the establishment of credit facilities for 
farmers and traders. 

In contrast to the Uganda plan, that for Northern Rhodesia places 
emphasis upon the development of mineral resources as the chief 
economic assets of this territory. The plan places particular emphasis 
on improvements in transportation and the development of electrical 
power necessary for minerals exploitation. Little is spent on agricul- 
ture because of the presence of the tsetse fly and because the territory 
is not well suited climatically to it. 

The Tanganyika Trust Territory is a region capable of a diversified 
agricultural economy, which can be greatly expanded with the de- 
velopment of water resources. It is also rich in some minerals. Fol- 
lowing World War II, a grandiose scheme for the production of 
peanuts on previously ‘ntilled land was inaugurated. The failure 
of this scheme reacted unfavorably on development plans, but it did 
bring a realization in United i ingriinn Government circles that 
before areas such as this can be brought to full production, it first 
will be necessary to develop and expand communications, power re- 
sources, and irrigation ; and to build up a competent local labor supply. 

Although it is axiomatic that before development can succeed an 
accurate diagnosis of the problems involved must be made, the numer- 
ous failures and false starts can usually be traced to lack of accurate 
diagnosis. Through experience, other free world nations have become 
increasingly aware of this. Two important problems are likely to be 
encountered: (a) As health and welfare work reduces the death rate, 
unless the development program keeps food production abreast 
or ahead of the increasing population, it will confront hungry, dissat- 
isfied people; (2) unless the program is developed in such a manner 
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that the residents of the territory can understand it and identify them- 
selves with it, the chief result may be a better fed, more alert leadership 
of dissident elements ready and trained to turn on those who have 
made their improved economic status possible. 

In brief, although funds in the form of loans and grants are funda- 
mental to development, they are wasted from the standpoint of the 
country extending the aid unless the people affected are convinced 
that their interests, as well as those of the donor country, are being 
served. It is also important for them to understand that, although 
the donor country is acting in its own national interest, it identifies 
that interest with the improved welfare which will grow out of the 
economic development of the territory. The Gold Coast, which on 
March 6, 1957 will become Ghana, an independent member of the 
Yommonwealth, appears to provide an excellent example of rapid, 
well-balanced and generally successful development. 

(2) Funds must be committed for periods long enough to insure 
completion of the program undertaken ; 3- to 5-year periods have been 
found generally sufficient; 10-year plans have been found useful as 
goals, but too long to be useful as working plans, particularly in the 
early stages of development. 

Two principal means of committing funds for sufficient periods have 
been used. First are long-term appropriations, as provided, for 
example, under the British Colonial Development Act of 1940, which 
was ancestral to subsequent colonial devote ment legislation. An 
appropriation of £5 million per annum, plus £500,000 for research on 
colonial problems, was made for the 10-year period 1941-51. Expe- 
rience gained during World War II was embodied in a second Colonial 
Development and Welfare Act in 1945. Assuming that each of the 
dependencies would be prepared to enter upon a 10-year development 
plan, the second act appropriated a total of £120 million applicable to 
the years 1946-56, including £20 million carried forward for commit- 
ments under the act of 1940. The accomplishments of the program 
led to a further extension of the benefits of the act for 5 years beyond 
1956. For the fiscal period 1955-60 £80 million has been specified, to 
which £40 million remaining unspent from the previous period will 
be added. 

The second means of committing funds for periods of sufficient 
length has been through banking types of financing. France and the 
United Kingdom both provide examples. The French Fond de 
Développement Economique et Social (FIDES) is maintained both 
by Government grants and by contributions from the territories them- 
selves, the amounts being fixed each year. In principle, the metropoli- 
tan country assumes responsibility for all research, two-thirds of the 
cost of social betterment and one-half of the cost of economic devel- 
opment. The remainder is to be supplied by the territories. In prac- 
tice, the French treasury has supplied the territories with the major 
portion of their share in the form of long-term Joans at a nominal rate 
of interest. Public development plans thus are financed almost wholly 
by the metropolitan country through grants supplemented by loans. 

The Caisse Centrale de la France d’Outre-Mer (CCFOM), intrin- 
sically a banking institution, is responsible primarily for managing 
the FIDES accounts. Its operating funds are provided by periodic 
treasury advances which are utilized for long-term loans to the terri- 
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tories or for short- medium- or long-term loans to public, semipublic, 
or private companies operating in the territories. 

In the United Kingdom the Colonial Development Corporation 
was given power, under the Overseas Resources Development Act of 
1948, to borrow from the Government up to the equivalent of $280 
million for development schemes of a commercial nature in United 
Kingdom dependencies. All expenditures are in the form of loans. 
Private banks have also been encouraged to set up special financing 
arrangements. For the encouragement of business expansion in the 
overseas territories, Barclay’s Bank (Dominion, Colonial, and Over- 
seas) was prompted to set up a special Overseas Development Corpo- 
ration to assist in financing economic projects—particularly in 
Africa—through loans to colonial governments. This was a boon to 
those colonies which, being unable to raise appreciable sums by in- 
ternal loans, were compelled to go to the London money market. 

(3) A third lesson is that training, apprenticeship, and technical 
assistance programs, operated on a continuing and not on a year-to- 
year basis, must usually precede any significant economic development. 

It is through such programs that the people of an underdeveloped 
country may learn not only the skills and techniques of operating a 
new piece of equipment, but also how to live under changing com- 
munity conditions as development proceeds; how to meet the health 
and welfare problems of densely settled communities; how to educate 
themselves and their children to meet and benefit from changing con- 
ditions ; how to set up and operate a government by law which enables 
them to meet changes democratically. Only through continued train- 
ing and apprenticeship can a competent group of civil servants be 
developed to carry on the dames day functions of government, so 
essential to economic and political stability. Without stability the 
financial climate prerequisite to attracting development capital on any 
large scale will be absent, and resources cannot be developed. 

The success of the United Kingdom in creating these conditions is 
attested ; first, by assertions of European economists that among the 
colonies of European nations only for those of Britain can accurate 
annual balance-of-payments figures be secured; and, second, by the 
continued presence in the Commonwealth, except for Burma, of all 
territories that have become independent in recent years. The United 
Kingdom record with respect to its former colonies has been analyzed 
by G. F. Hudson in this language: 


In India, Pakistan, and Ceylon, historic traditions are, of 
course, entirely alien to the British way of life, and national- 
ism in recent years has tended to reassert indigenous values 
against all kinds of western influence; yet the preindepend- 
ence apprenticeship of the educated classes in British law and 

olitics has deeply affected their entire approach to the prob- 
ems of the modern world. When power was handed over to 
leaders of Asian peoples formerly under British rule, there 
were many who took it for granted that Commonwealth ties 
with them could not be more than nominal and would prob- 
ably be terminated as soon as the new states gained full con- 
fidence in themselves. But up to now the Asian members of 
the Commonwealth have shown no inclination to break awa 
from it, and it is a striking fact that none of the issues whic 
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involve serious conflict within the Commonwealth ranges the 
British origin and Asian members in groups on opposite 
sides.” 


The United States can probably benefit most from United Kingdom 
experience in this field. Their aims are similar: both work to live in 
peace, to have beneficial trade relationships, and to gain the political 
friendship of all free nations. The United Kingdom seeks to conduct 
the affairs of its dependencies in such a manner that when they inevi- 
tably become free nations they will continue to cooperate with her, 
economically and politically. 

(4) A fourth lesson is the importance of having funds available for 
emergencies in areas being assisted, if development is not at times to be 
set back. The United Kingdom has made budgetary provisions of this 
kind for Kenya and plans to make additional speeldd aid available as 
a result of the recent Mau Mau troubles. 

Related to several of the preceding “lessons” is a major difference 
between the administration of aid to overseas territories by European 
nations and the foreign aid administration of the United States. 
Whereas our Government administers programs through a single 
es created for that purpose alone, European governments have 
placed the administration of their programs of assistance to territories 
in the various departments concerned with colonial problems. This 
has several advantages: it assures continuity to programs and utilizes 
a career civil-service staff rather than personnel recruited for short- 
term assignments. 

These are important considerations, in view of shortcomings of 
United States programs in these latter respects. The advantages of 
continuity and permanence of staff tenure that have impelled Euro- 
= governments to organize their colonial offices on a permanent 
yasis, should appeal to the United States if it embarks on a long-term 
foreign economic assistance program. Should it do so, a permanent 
organization, staffed with career personnel, both at headquarters and 
abroad, would be most advisable. Meanwhile, our aid programs will 
be severely handicapped in their effectiveness, both because of inability 
to commit funds for the duration of projects and because of inability 
to = experts in the field and keep them there as long as they are 
ne , 


?How Unified Is the Commonwealth, Foreign Affairs, July 1955, p. 680. 








CHAPTER IV 


OBJECTIVES AND MOTIVATIONS OF FOREIGN AID 
PROGRAMS 


Reference to the motives and objectives of a nation are metaphysical 
but convenient figures of speech. National motives are attributed to 
official actions and inferred from national interests and policies, which 
are sometimes consistent over long periods. The Tsarist and Soviet 
drive for a Russian outlet to the Mediterranean is an example. In 
this chapter the terms motive, objective, interest, and purpose are 
used interchangeably. 

We think it axiomatic that national aid programs are means of 
implementing foreign policies and not ends in themselves. They 
are motivated by national self-interest; but they may be more or less 
enlightened in serving it, more or less beneficial to the recipients, more 
or less in the interest of world peace and security. Moreover, they 
contain admixtures of altruistic and humanitarian intentions. Our 
own foreign aid would be neither enlightened nor in our national 
self-interest if we did not intend that it should further the well- 
being of other peoples, promote their social and economic eke 
ment, raise their levels of living, and contribute to a peaceful world 
order. 

A, HUMANITARIAN MOTIVATIONS 


Human sympathy, in its more abstract and extended forms, pro- 
duces desires to help disadvantaged peoples and to build a peaceful 
and humane world. In nations having a history of colonial expan- 
sion, sympathy may be mixed with feelings of guilt for the deeds of 
ancestors. Inequalities in wealth similarly may touch the conscience 
of well-to-do people and encourage efforts to close the gap. Mingled 
with altruism is a human desire to prove the superiority of values 
embodied in a “way of life.’ This enhances self-esteem and renews 
faith in our own institutions. Motivations of these varied and uni- 
versal types, whatever their praiseworthiness, are of little aid in 
explaining variations in the ft programs of different nations. 


B. ECONOMIC MOTIVATIONS 


Present or potential economic advantages provide strong incentives 
for many foreign aid programs. Aid may help to maintain a flow 
of essential raw materials to the donor nation and to develop or 
expand markets in the recipient country. The two economies may 
have become so interdependent that aid by one to the other tends to 
promote economic growth and preserve stability in both, thus serving 
as an economic flywheel. 

The economies of colonial powers and their dependencies have often 
been highly integrated and the economic relationship may survive 
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when the colonies achieve independence. Its survival is facilitated 
if aid from the former “mother country” is continued. Indications 
of economic interdependence between the United Kingdom and its 
present and former dependencies are contained in trade statistics. 
In 1955 its world imports were nearly $11 billion, its exports above 
$8 billion. Almost half of the first and 40 percent of the second were 
accounted for by sterling area countries, among which underdeveloped 
countries in Asia, Africa, the Middle East, and Latin America sup- 
plied about half. One quarter of French imports and one-third of 
exports in the same year were exchanged with its colonies and 
dependent areas.’ 

Belgium receives from the Congo most of the copper, tin, and metal 
ores that are vital to its industries. This fact overshadows in eco- 
nomic importance its seemingly lesser dependence than France and 
the United Kingdom upon foreign trade. As pointed out in chapter I, 
the Belgian Congo is self-sufficient to an unusual degree, perhaps more 
so than the mother country. Only 5 percent of the exports of Belgium 
and Luxembourg in 1955 were to the Congo and Ruanda-Urundi, 
while imports from those territories comprised 8 percent of their com- 
bined total. Portugal, on the other hand, apparently sent more to its 
colonies than it received from them—20 percent of its exports, 13 per- 
cent of its imports, respectively. 

Germany, Italy, Spain, and the Netherlands have lost political 
control over most if not all of their former possessions and have been 
forced to seek new economic orientations which may well lead to 
foreign aid activities in the future. In the first two of these countries, 
especially, these tendencies may already be observed. Their indus- 
tries are cramped for expansion within domestic markets and are look- 
ing abroad. German interest in Syria (see p. 14), in South America 
and elsewhere has been reported at the same time that the Bonn gov- 
ernment has set aside funds for a program of foreign assistance. 
Future economic prospects seem as important as present gain in this 
context. According to the London Economist, private foreign capital 
has recently been settling in Brazil— 


not perhaps because of the hope of quick returns but because 
of a reluctance to be left out of a market with such poten- 
tialities. 

Undeveloped resources in many parts of the world are tempting 
to investors in more highly developed countries. The impediments 
may be of types that can be removed or mitigated by programs of 
economic and technical assistance. Foreign technicians may initiate 
surveys to determine what resources exist and how they can Ly profit- 
ably developed. Training programs may provide the technical and 
managerial skills that would be required by new industries. Public 
policies and attitudes that discourage the entry of outside capital for 
resource development may be modified in the course of assistance for 
hospitals, schools, highways, or other projects having value readily 
apparent to local leaders. 


1 Throughout our discussion Algeria, which is technically a part of Metropolitan France, 
is included with dependent territories. The pattern of interdependence to which we refer 
is partially absent from economic relations between France and its African territories, 
eopeetenty Algeria. The latter compete in the production of wine, wheat, palm oil, rum, and 
other produets which are in gee = in France, which has levied import duties against 
them, with further protection to domestic producers in the form of price supports and 
output restrictions. 











FOREIGN AID ACTIVITIES OF OTHER FREE NATIONS 61 


In all such cases, although the basic motive of profit to foreign 
nations and their citizens may underlie the assistance given, substan- 
tial benefits accrue to the recipient country. The greatest value to the 
latter usually results when technical assistance is combined with long- 
term loans or other forms of external investment that permit the plow- 
back into the domestic economy of the returns from new productive 
enterprises. 

C. MOTIVATIONS OF DEFENSE 


Probably the greatest total volume of foreign aid in history has 
been extended in recent years between free nations to assure their 
common defense against worldwide Communist aggression. The 
strength of this motive, and the degree to which it has been diluted 
by other motives—political, economic, or otherwise—has varied with 
the extent to which the Communist danger has been perceived. In 
some extreme cases the most to be hoped from the aid given has been 
to keep nations with uncertain loyalties in a state of neutrality between 
the Communist and the free worlds. In less extreme instances, foreign 
aid may have served to retain the alinement with the free world of 
nations which have some doubt whether communism is the greatest 
of the dangers confronting them. 

The Communist menace has various forms, both external and in- 
ternal, and defensive measures have varied accordingly. In Western 
Europe, parts of Asia, and the Middle East, the dangers have been 
overt. Mutual assistance pacts have brought about military postures 
which seek to deter an aggressor from armed invasion of any of their 
members. In the Americas, south Asia, Australasia, and Africa the 
most immediate dangers have been from internal subversion. Military 
defenses have not been neglected but foreign aid has been strongly 
motivated by the desires to remove the social and economic conditions 
in which communism might take root and flourish. 

The most conspicuous outgrowth of World War II has been a bi- 
polarity in international affairs. While much discussed, there is no 
“third force” to hold the balance between the Western and the Com- 
munist power systems. Aggressive encroachments by the second com- 
pel the nations included in the first to identify their own security with 
resistance to Communist aggression wherever it may occur. De- 
pendent territories and uncommitted states must be “kept on our 
side” if possible. Correspondingly, these same areas provide ob- 
vious targets for attempts at Communist penetration and subversion. 

Free nations which remain aloof from Western military and de- 
fense arangements fall in three groups: the small European coun- 
tries which have traditionally had neutral attitudes in world con- 
flicts (such as Sweden and Switzerland) ; underdeveloped nations in 
Latin America and Africa, still largely beyond the perimeter of the 
current battlefield; and a number of Asiatic and Middle Eastern 
countries which retain strong resentments against the Western colonial 
powers. These resentments may outweigh the fear of Communist 
domination, of which they have had no direct experience and may 
have little knowledge; and they discern opportunities for gaining 
prestige and competitive advantage by playing off one side against 
the other. Dissident elements easily allow themselves, sometimes un- 
wittingly, to be used as “fronts” or “cats-paws” for Communist con- 
spiracies. 
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Even when aid to resist or forestall Communist aggression takes 
different forms, its basic motivation and objectives are similar. Thus 
direct military support, economic aid to encourage internal stability 
and technical assistance to improve public administration, may all 
comprise elements of a program designed to accomplish the same basic 
objective. Military aid to Communist Yugoslavia and economic 
support to Communist Poland can be justified on the same grounds. 
Even aid programs of a more intangible and long-term character, 
such as university and library development, may hope to achieve the 
same result by favorably influencing the convictions of tomorrow’s 
leaders. 

The direction, form, and amount of aid so motivated are all affected 
by strategic considerations. Many underdeveloped areas have as- 
sumed an unfamiliar significance for western defense. This is es- 
pecially in evidence in the Western Pacific, the Middle East, and, in- 
creasingly, in Africa; in all of which location, manpower, and re- 
sources have strategic value. 

The strategic importance of all countries fronting Communist 
boundaries is magnified in the case of Asia by enormous potentials 
of military and industrial manpower; by resources, including many 
basic raw materials; and by the implications should more of the area 
be lost to the Communist bloc. The Middle East, also adjoining the 
Communist perimeter, is the connecting bridge between three con- 
tinents. The economic and logistic importance of the Suez Canal 
and the oilfields of Arab States, containing over half of the world’s 

roven oil reserves, is now being demonstrated. Africa south of the 

ahara is somewhat removed from the primary scene of East-West 
conflict. Yet its very remoteness gives it strategic value beyond its 
still greater significance as a source of raw materials. Comparatively 
immune to Communist influences, it offers a fairly reliable base and 
staging area for western forces in the event of another world con- 
flict. 

Foreign assistance may also be prompted by western defensive 
considerations in the Pacific islands, because their locations may be 
useful for bases to backstop action in primary areas. Central and 
South America have abundant unexploited resources and flank the 


vital Panama Canal. 
D. MOTIVATIONS RELATED TO NATIONAL PRESTIGE 


The possibility that violent conflict may upset established political 
institutions in underdeveloped countries can provide a primary moti- 
vation for assisting them. While the Communist threat is seldom 
absent from any situation involving political unrest, the current or 
recent tensions in the Arab States, in the French dependencies of 
North Africa, and in Indonesia have had their genesis in nationalistic 
aspirations. When confronting nationalistic movements in such areas, 
the present or former colonial powers have a strong motive to retain 
an effective political position within them, if for no other reason than 
in order to lead from positions of strength when dealing with other 
nations in world power relations. Stated negatively, they fear a loss 
of prestige represented by a sphere of control or infiuence. While 
support of native nationalist aspirations might be in the long-run 
interest of these powers, this approach is often difficult to adopt. Po- 
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litical change means uncertainty. Even if satisfactory relations can 
be established with a new political order, a long period of instability 
may await the eventual readjustment. If the foreign state is identi- 
fied with the native leadership which is also threatened, there is often 
no practical middle ground upon which to settle, unless the foresight 
has existed to develop it before an explosive situation develops. 

An important consideration in such situations may be the interests 
of donor-country nationals in preserving the status quo. A change in 
regime may result in their loss of invested capital, of privileged social 
and political status in the local community, of livelihoods, and even of 
their lives. Motivations of the above nature undoubtedly have had 
much to do with Dutch military assistance in a lost cause in Indonesia, 
and, more currently, with rising French expenditures for aid in North 
yee In the case of Indochina, to quote a recent study by Herbert 

suethy : 


France, having never known how to make the necessary 
concessions to her chosen partners, was finally forced to grant 
them to the enemy whom she was fighting. 


E. MOTIVES AFFECTING THE CHOICE OF ASSISTANCE CHANNELS 


Wide differences distinguish the United States and other free na- 
tions with respect to the means by which their foreign aid is distrib- 
uted. Excluding foreign investment, other free nations seldom use 
bilateral channels except for assistance to their dependent territories. 
Their aid to nondependent countries is primarily by multilateral 
means. American aid, by contrast, is primarily bilateral, though the 


portions going to its limited number of dependencies are of minor 
amounts, 

Motives of self-interest for extending aid bilaterally seem obvious. 
A large measure of control is left in the hands of the donor country. 
In the case of dependencies over which the continuance of control is 
desired, this factor may seem especially important. The mother coun- 
try can decide for what particular objects and under what specific 
conditions aid is to be used, thus protecting its suzerain relationship. 
The United Kingdom, France, Belgium, Portugal, Spain, and the 
Netherlands are all aware of and make use of this advantage. Asa 
corollary, bilateral assistance by other nations to the dependencies of 
colonial powers is unwelcome. The mother country sanloudts guards 
her prerogatives and thus seeks to discourage her offspring from devel- 
oping romantic interests outside the family. 

An example of this solicitude is afforded by the relations between the 
United States, France, and her North African colonies. It is under- 
stood that this country recently indicated its readiness to extend tech- 
nical and economic aid in substantial amounts to several French de- 
pendencies. The offer was politely but firmly rejected by France on 
the ground that American influence in her colonies might give impetus 
to nationalist ambitions. It was not felt appropriate by the United 
States to approach the dependencies directly on this proposal. 

To a lesser degree, the same motives are operative where political 
sovereignty is not involved but where close ties of long standing are 
recognized. In the Latin American Republics, for example, bilateral 
aid from European countries is minimal and in some cases nonexistent. 
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This is largely for the reason that the aid objectives of European pow- 
ers give higher priority to other continents; but it also reflects their 
recognition of American interests which have long been embodied in 
the Monroe Doctrine and the good neighbor policy. 

The element of control which bilateral assistance gives to a donor 
nation has a corollary in the equivalent lack of control by the country 
aided. It confronts a dilemma: Are the benefits of aid greater than 
the limitations upon its freedom to administer the aid, and the loss of 
face in the implication that it is unable to manage its own affairs? 
It may discern real or fancied motives of self-interest in the giver and 
feel that it is being used to further these alien interests. This is re- 
sented, especially if the recipient is ambitious for recognition and 

restige as a new nation. In a number of instances involving the 

nited States, intended recipients have rebelled against proposals to 
attach conditions to our aid. 

National sensitivities provide strong reasons for the use of multi- 
lateral channels of assistance, in which the aid to be given by one 
nation is pooled with that of others in a neutral fund. Somewhat 
different considerations affect the aid extended by the smaller nations 
of the world, almost all of which is multilateral. Individually they 
are too weak to bring effective political power to bear in aid relations 
and their contributions are too small to have importance when stand- 
ing alone. Their influence is strengthened by joining in collective 
efforts to which prestige is attached. Further, from the viewpoint of 
small and otherwise neutral nations, participation in multilateral 
programs enables them to remain uncommitted in the cold war. 

An ingenious reconciliation of the motivations actuating bilateral 
and multilateral programs has been achieved in the Colombo plan. 
Within it, the sensitivities of new Asian nations and the national in- 
terests of the United Kingdom and the advanced nations of the Com- 
monwealth are harmonized. Of perhaps even greater consequence, the 
Colombo plan reinforces the tenuous political ties among Common- 
wealth countries, the formerly associated dependencies, and other na- 
tions in the southeast Asia region for the more general purpose of 
promoting good will among them and building a favorable psycholog- 
ical and economic climate against Communist influence. 


F. AID OBJECTIVES OF UNITED STATES AND OTHER FREE NATIONS COMPARED 


Both similarities and differences distinguish the objectives of Ameri- 
can aid and that of other free nations. All seek to stem Communist 
aggression and promote better ways of life in countries aided. Dif- 
ferences appear in the approaches toward these goals, and some fac- 
tors motivating aid from other free countries do not fully apply to 
the United States. 

The leading European nations have vital national interests in pres- 
ent and former colonies. These are economic and political and apply 
as well to private interest groups which have a strong influence on aid 
programs. The fortunes of the mother countries are closely linked 
to their dependencies, whose loss would inflict serious wounds at home. 
To almost the same degree they have economic dependence upon re- 
cently emancipated colonies. The allocation of European aid almost 
entirely to past or present colonies is evidence of their importance to 
European nations. 
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By contrast, the United States has matured politically and eco- 
nomically without support from colonial development. ‘Thanks to'a 
varied and plentiful resource base, it is relatively independent eco- 
nomically and could, if necessary, with some adjustments, maintain in 
isolation a thriving economy. With a few temporary exceptions 
(Philippines, Puerto Rico, trust territories), it has never had de- 
pendencies abroad, nor has it reason or desire for such dependencies 
now. America’s foreign aid is therefore not conditioned to the same 
extent as that of Europe by needs to maintain. enduring economic 
relations with aid recipients. ‘The Swedish economist, Gunner Myr- 
dal, has even mae surprise at the virtual absence of ulterior mo- 
tives behind American aid. 

An additional distinction lies in the greater emphasis of the United 
States on military assistance. American aid is heavily weighted on 
the military side, while that of the major European governments 
is less so. 

Explanations for this differing emphasis are probably to be found 
in’ American relations with the Communist world since the Korean 
war. More directly involved in that conflict than other nations, we 
perhaps have developed a greater awareness of the military peril, if 
not also a desire to let others do some of the fighting should another 
outbreak occur. Further, as the largest and most powerful western 
nation, we stand juxtaposed with the Soviet Union as protagonists 
in the cold war: in fact and in symbol, the United States is the back- 
bone of the free world’s defense. At the same time the desire of Euro- 
pean nations to avoid the terrible implications of an atomic attack 
to which they are directly exposed, their modest economic circum- 
stances, and certain negative reactions in undeveloped countries have 
all combined to play down in European thinking the military ap- 
proach to deterring communism. For the European countries, the 
economic approach is cheaper and better, as well as the easy way out. 
And it returns immediate political and economic benefits. 


G. LIMITATIONS UPON PROGRESS IN ATTAINING OBJECTIVES 


While genuine economic development, stimulated by aid from the 
West, is in evidence in all underdeveloped countries, population in- 
creases seem to counteract these gains at almost every point. General 
levels of prosperity in many underdeveloped countries, particularly 
in Asia, have risen little, if at all, since the Second World War and 
may actually have declined. Since that time the huge gap in levels of 


living between the industrialized and underdeveloped countries has 
been widening. With rapidly increasing populations, equally rapid 
improvement in economic conditions is necessary merely to keep liv- 
ing standards from falling. Perhaps ironically, some important aid 
programs actually contribute to a lowering of levels of living by in- 
creasing population through improved sanitation, health, and medical 
care. 

Several competent authorities have noted that present: levels of 
capital investment in underdeveloped countries fall markedly short 
of development needs, and even short of making inroads on depressed 
living conditions. A. recent United Nations study estimated that 
Asia alone requires $4.8 billion of net new capital annually merély to 

90489576 
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maintain existing per capita income, and $10.8 billion to increase per 
capita income by an annual rate of 2 percent. Yet even the lower of 
these figures is well above the level of current investment. Given 
these circumstances, how can_political stability under democratic 
institutions be effectively stimulated by the free world’s help? There 

appear to be three possible and mutually compatible means: ' 


(1) A vastly expanded program of technical and economic 
assistance, primarily through large-scale capital investment; 

(2) A program to limit the rate of population increase through 
acceptable measures of family limitation ; and 

(3) A liberalized immigration policy by countries whose re- 
source base would permit them to absorb surplus peoples from 
overpopulated areas. 


There are obvious political as well as practical limitations upon 
these potential remedies. The financing of expanded aid programs 
would fall, largely on taxpayers in free world countries who are 
already chafing at public expenditures and striving for improvement 
in their own living standards, Further, there is skepticism in many 
western countries, including the United States, of present levels of 
foreign aid, if not of the programs themselves. In any case, economic 
assistance levels cannot be sharply increased in a short period of 
time. Recipient countries are limited by administrative deficiencies, 
by a shortage of skilled manpower and by other factors in their 
abilit to absorb additional capital rapidly. 

Effective programs to promote family limitation, even if practica- 
ble, would require much time and their benefits would be deferred 
even longer. As a remedy for overpopulation such programs must 
be regarded as long-term in character. 

Finally, liberalized immigration Bonen have limited political, ac- 
ce ey Most of the industrialized nations which could absorb 
additions population have traditionally discriminated to greater or 


less degree gms migrants from underdeveloped countries with 
te 


redominantely nonwhite populations. Canada, Australia, and the 

nited States are all examples of western nations, capable of sup- 
porting increased populations, which have been inhospitable to non- 
white immigration. An Asiatic economist has even suggested that 
several western nations regard aid to underdeveloped countries in 
part as a defensive measure against the feared day when stronger 
nonwhite nations will demand to use the underpopulated areas of 
their countries. 

As if such practical difficulties were not enough, there are also 
theoretical—we might say philosophical, and moral—questions which 
intrude upon refiection on these problems. Thus it is doubted by 
many students of history that improvements in economic conditions 
and the levels of living in underdeveloped countries will result in 
greater social stability and resistance to communism. Guy Wint, a 
prot writer on foreign political problems for the Manchester 

uardian, asserts: 


It is in countries where improvement is taking place and 
where there is a certain optimism that the true revolutionary 
situation develops, not in those which are stagnant and in 
despair. This is borne out by study of many of the great 
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convulsions of history. The Bolshevik revolution in Russia 
might never have taken place but for the remarkable indus- 
trialization and general economic advance in Tsarist Russia 
in the 20 years before the First World War. 

We have no solutions of these difficult and crucial problems to 
propose; but we urge that they not be ignored in any formulation of 
American assistance policy and programs. Whatever the solutions, 
they will not be easy; but any peaceful solution will be preferable 
to the international explosion which is latent in an indefinite con- 
tinuation, without remedy, of the basic situation represented by 
population growth in excess of the rate of economic development. 
Meanwhile, it is clear to us that economic aid cannot, as a practical 
matter, be discontinued. We must continue to hope that the advanced 
nations of the free world, by serving their own political and economic 
interests in the extension of foreign aid, will be able to channel the 
strivings of underdeveloped peoples in directions compatible with 
free and democratic institutions within a peaceful world. 











CHAPTER V 


POSSIBLE CHANGES IN UNITED STATES FOREIGN AID 
RELATIONSHIPS 


Should greater use be made of multilateral channels for the dis- 
tribution of foreign aid by the United States? Should its aid pro- 
grams be more closely—or less closely—coordinated with those of 
other free nations and international organizations? Would greater 
effectiveness result from expenditures by the United States for foreign 
aid if they were administered through procedures similar to those of 
the Colombo plan? Or should the status quo be maintained in United 
States foreign aid relationships? 

Our preceding chapters should be useful as a background for con- 
clusions upon such questions. When answers are reached they may 
call for legislation, administrative actions, changed viewpoints, or all 
of these. Before answers become specific, various aspects of United 
States policy and procedure respecting foreign aid should be given 
further attention. 

The foreign aid which the United States now extends, or is likely 
to extend in the future, may be grouped in four categories: 

1. Military aid, which includes the “hardware”—i. e., the guns, 
tanks, vehicles, etc., needed in modern warfare. 

2. Direct forces support, which includes what is ordinarily called 
“quartermaster items,” ranging from food for soldiers to gasoline for 
trucks, medical supplies, etc. 

3. Economic assistance, which, in countries with which we have 
bilateral or multilateral defensive agreements, is largely “defense 
support.” Without such economic aid the armed forces of allies could 
not be maintained by the indigenous economies at the levels that they 
and we deem essential. 

4. Technical assistance: This includes the provision of experts to 
underdeveloped countries, fellowships for training, and supplies and 
equipment for laboratories and pilot projects. 

Since World War II in Europe and since 1950 in the western Pacific, 
our aid program has been concerned primarily with questions of mili- 
tary defense and defense support, including elimination of the “dollar 
gap” in Europe, an effort in which Canada has shared. Economic 
aid per se to Europe has been discontinued. In the western Pacific 
and Middle East, all forms of aid are being provided to Korea, For- 
mosa, Indochina, the Philippine Republic and, more recently, to the 
nations of the Baghdad Pact. Economic aid in the form of defense 
support to both groups of countries rests upon agreement, first, that 
defense establishments in the mutual interests of both countries are 
required; second, that the defense requirements exceed the capacities 
of the country in question, even though the United States furnishes 
a large part of essential “hardware” and “quartermaster items.” 
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Differences among America’s allies respecting their needs for “de- 
fense support” and respecting its relation to their economies are rela- 
tive but significant. There is no doubt about the economic viability 
of those which are highly industrialized, as in Europe. We can be 
assured that they will make reasonably good use of our aid and the 
only question about giving it is Wwhéthke it directly serves our own 
defense interests. These allies have no reason to suspect imperialistic 
motives on our part. 

At the opposite extreme, some allies are almost completely depend- 
ent upon the support of their economies that accompanies our military 
establishments. In these instances economic assistance is distinct] 
subordinate to military requirements, as in Korea, where UNKR 
has been “phased out” and all forms of aid are channeled through 
military or civilian agencies of the United States with military re- 
ponsibilities. In the Ryukyu Islands (Okinawa) a withdrawal of 
American military forces would have catastrophic effects upon the 
economy of nearly 1 million native inhabitants. 

In very recent years approximately one-half of United States eco- 
nomic aid, including defense support, has gone to a group of countries 
which includes the Republic of Korea, Formosa, Vietnam, Laos, and 
Cambodia. In fiscal 1956, Turkey, Pakistan, Greece, and Iran, which 
belong to an intermediate group of countries between the extremes we 
have indicated, received another 22 percent. Some of the countries 
last named could easily become economically viable in a peaceful 
world, in which their resources could be used for development rather 
than for maintaining the large armies that they and we think necessary 
for our mutual defense. 

In another large group of countries, including India, Burma, Cey- 
lon, Indonesia, and independent countries and European dependen- 
cies in Africa, the United States has made no defense commitments. 
Our correct approach to this group would seem to be that of promot- 
ing common interests; of making clear that we consider our future to 
be tied to their own; and of giving assurance that we are willing to 
work together cooperatively as equals to fulfill common aims. e 
should recognize that friendship cannot be bought with money and 
that it is only through developing recognition of a community of 
interests that our Nation can retain friends. 


A. INTERRELATIONS BETWEEN AMERICAN MILITARY AND ECONOMIC AID 


Within the foreign aid programs of the United States we think it 
desirable to shift the emphasis in the direction of economic assistance 
wherever and to the extent practicable. We believe this consistent 
with the intent of the Congress in the Mutual Security Act of 1954, 
as amended. That act expresses a common objective for all aspects 
of the program it outlines: 


It is the sense of the Congress that assistance under this 
act shall be administered so as to assist other people in their 
efforts to achieve self-government or independence under 
circumstances which will enable them to assume an equal 
station among the free nations of the world and to fulfill their 
responsibilities for self-government or independence. 

* * * the Congress believes it essential that this act 
should be so administered as to support concrete measures 
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to promote greater political federation, military integration, 
and economic unification in Europe. 

In furnishing military assistance (and Direct Forces 
Support) in Asia * * * the President shall give the fullest 
assistance * * * to establish a program of self-help and 
mutual cooperation designed to develop (its) economic and 
social well-being. * * * 


Other provisions of the act confirm the interpretation that the Con- 
gress intended the development of close interrelationships among mili- 
tary assistance, defense support, development assistance, and tech- 
nical cooperation. Some commentators have suggested administra- 
tive arrangements which would separate these program elements 
widely ; for example, by placing all aid to economic development by 
the United States under the administration of the International Bank 
for Reconstruction and Development. 

The shift of emphasis we suggest would not call for a wholly new 
conception but only a somewhat altered weighting of policies already 
expressed in the Mutual Security Act and applied among the various 
programs administered under it. Obviously no shift from military to 
economic objectives would be required in the case of countries for 
which no American military aid programs exist. However, our em- 
phasis would more easily permit the assimilation of nonmilitary 
assistance in these countries into regional programs of economic and 
technical assistance, with advantages to American taxpayers and 
to the areas concerned. 

All foreign aid, whatever its character and however earmarked, in- 
evitably affects both the economy of the recipient and its capacities 
for defense. Our own objectives for extending it should be compat- 
ible with the policies and national aspirations of the peoples aided. 
Wherever possible our assistance should help them to establish self- 
sustaining economies, if now lacking, which ultimately will be inde- 
pendent of foreign support. This implies that military end items, 
construction materials, services, and commodities required for direct 
forces support, and technical know-how required for assistance pro- 
grams of all kinds, should be produced, bought, or developed locally, 
to the maximum extent possible. 

We are aware of the progress already made in this direction in the 
case of our western aliien The authorization in fiscal year 1955 
of $35 million for manufacture in the United Kingdom of military 
aircraft provides anexample. Great Britain’s capacities for this type 
of production are not found among many other of our allies and even 
weapons and materiel of lesser complexity are beyond the present pro- 
ductive capacities of many recipient nations. They will continue for 
some time to be supplied from the United States. However, a large 
number of common-use items and commodities could, given time, or 
even at present, be produced and purchased locally. Many of the 
“quartermaster items” to be procured, such as clothing, are produced 
by small or even cottage industries in relatively underdeveloped areas, 
in which they are marketed by “small business.” If purchased 
locally as a part of “direct forces support,” the advantages to both 
the local economy and to the American taxpayer seem evident. 


One way the United States hopes to keep its military aid 
spending in Europe from climbing is to tie a gift of new 
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weapons to a demand that Europeans take over from the 
United States more of the cost of maintenance of their con- 
ventional arms. This means that. the French, for example, 
would buy from the United States or produce themselves 
the spare parts to keep American-donated tanks, trucks, and 
other equipment rolling. 


The force goals of allies like Korea have been set at levels which 
their own economies could not possibly support without our assist- 
ance.. We cannot now foresee the time at which they will become 
entirely self-sustaining; but if an increasing part of our contributions 
to their defense is devoted to enabling them to produce within their 
own economies the materiel they require, their dependence upon us 
will correspondingly diminish. 

It is not difficult to envision an analogous emphasis in the case of 
friendly, underdeveloped but nonallied nations outside of our military 
defense arrangements. In fiscal year 1956, ICA expended in its for- 
eign aid programs over $1 billion for commodities, almost 70 percent 
of which was paid out in the United States for food, feed, fertilizer, 
cotton, fuel, machinery, and vehicles. Surely much of this could have 
been procured, if not in the particular country aided, then in some 
other country which was also receiving our aid in some other form. 

Such a policy is embodied in offshore procurement, but we believe 
that the latter can and should be extended. By deliberate effort off- 
shore procurement could be placed more definitely upon a regional 
basis. Agricultura] surpluses in assisted country X could be pro- 
cured for use in assisted country Y, from which industrial products 
required by X could simultaneously be procured. Whether in either 
case country X or country Y was an ally would not need be a factor 
in the exchange. 

A regional conception of economic development has been slow to 
develop within United States assistance philosophy and procedures. 
Without it there is a constant possibility that measures to assist one 
country will reinforce its tendencies to develop economic nationalism 
and defeat the overall purposes of our program. When the markets 
of one country are impaired by assisting another country to produce 
for them, we have begun the promotion of economic nationalism, have 
aggravated the needs for aid of the first country, and have entered a 
vicious circle to which there is no end. 

At an opposite extreme from military assistance in our overall aid 
program is technical cooperation. For example, through college-to- 
college contracts, financed through mutual security program funds, 
the services of teachers and other experts from the United States are 
made available to colleges and universities overseas. Some 52 Ameri- 
can universities have entered into 81 separate contracts in 36 countries 
under this program. The instructional staffs of American institutions 
of higher learning have been seriously depleted since World War II 
by the demands of industry and government, while the corresponding 
professional ranks in some other free countries have been more full 
maintained. Could not the policy we are suggesting be applied in this 
field as well? For example, could not professional and scientific ex- 
perts from Japan be engaged under the mutual security program at 


1 Kenneth Miller, Wall Street Journal, December 21, 1956. 
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American expense and under American supervision to perform tech- 
Fo ore educational services in underdeveloped areas of southeast 
sia 

In the case of our allies, a broad zone of activities lies between “mili- 
tary aid,” as used above, and “technical assistance.” "Within this zone 
are activities which we have classified as “direct forces support” and 
“economic assistance.” The last two are so intimately interwoven that 
it is difficult to identify many of them either in purpose or in results 
as clearly military or economic. The artificiality of the manner in 
which certain expenditures have been categorized as either defense 
support (under title I of the Mutual Security Act, which includes mil- 
ita as or economic development assistance (under title IT 
of the act) is illustrated by the fact that budget accounts are shifted 
from title IT to title I whenever the United States enters into a new 
mutual security arrangement. 

Since the Korean war there has been increased emphasis among the 
administrative agencies of the United States upon the military aspect 
of the mutual assistance program. Military criteria and political con- 
siderations have been increasingly applied to decisions concerning eco- 
nomic aid. Proposed expenditures are not infrequently classified as 
ee when they might equally well be classed as “economic,” 
presumably in the belief that the former category is more likely to be 
favored. 

A reversal of this emphasis has become due. We suggest that prog- 
ress toward self-sufficiency in the economies of friendly peoples, in 
the sense of freeing them from needs for foreign aid, become a guiding 
philosophy of our aid program of equal force with that of arming our 
allies for self-defense. From “self-sufficiency” we exclude forms of 
economic nationalism inconsistent with the fullest possible develop- 
ment of international trade and cultural relations. 

Our suggestion would mean that all assistance extended to other 
peoples, whether military or economic, would be regarded as an oppor- 
tunity to further economic development. Offshore procurement would 
be regionalized and increased to all practicable extent. Between 1952 
and 1955 offshore procurement by the Department of Defense rose 
from 3 to 31 percent of its total expenditures. As of mid-1956, prob- 
ably as a result of military expenditures in western Pacific areas, the 
ratio had dropped back to 16 percent and we should hope that its past 
upward trend might be resumed. The possible economic impacts of 
offshore procurement are indicated by the fact that its volume in 1955 
was 214 times greater than all expenditures for development assistance 
during the current fiscal year. 

Among our western allies and possibly some others, the proposed 
shift of emphasis would mean that infrastructure projects, with their 
requirements for materials and equipment, would be given an enhanced 
role as consumers for local or regional industries, in a manner already 
made familiar by the conceptions underlying the organization of the 
OEEC. The development of local and regional capacities needed 
for the production of defense support items, such as replacement parts, 
would receive every possible encouragement in the mutual defense 
budget of the United States. If, as some observers believe, standards 
for many items of military materiel should be geared to wide differ- 
ences in area requirements, a further reason is found for the produc- 
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tion and maintenance of military items on a local or regional basis. 

A precaution must be noted here. An industrial complex designed 
exclusively for the production of military items incurs the risk of 
collapse should its market cease to exist as a result of the disappear- 
ance of threats to national security. The possibilities of conversion 
to forms of production useful in times of peace should not be neglected 
by the governments and industrial managers concerned. The recon- 
version of American industry following the Second World War pro- 
vides considerable assurance in this regard. 

It would be foolhardy to appraise all defense support and military 
assistance from the standpoint of their effects upon economic develop- 
ment. Overseas defense requirements are sometimes urgent. How- 
ever, not all of our military assistance is premised upon a need to build 
up the military strength of allies immediately. Much of our planning 
can be placed within a framework of long-term strategy. When this 
is the case—as it is likely to be when the economies of our allies are 
relatively underdeveloped—our objectives may best be advanced 
through the development of local and regional productive capacities, 
accompanied by trade and economic growth within the area as a whole. 
We may in this way serve best the tactical requirements of the future 
through the advance provision of simplified logistics and shortened 
lines of communication and supply. 

In the action of the Congress upon the President’s request for mu- 
tual security funds for fiscal year 1957, the possibility of support for 
this view may be discerned. Of $4.9 billion requested by the Presi- 
dent, the Congress appropriated $3.8 billion. Within this overall 
reduction, fends for defense support and for development assistance 
were increased; technical cooperation funds were cut only slightly; 
while military assistance funds were slashed by about $1 billion, one- 
third of the amount requested. The inference seems permitted that 
the Congress intended to stress the long-term economic orientation 
of our aid, rather than its short-term military and political aspects. 

A need for closer coordination among the executive agencies in 
planning the military and economic schedules of the mutual security 
program is implied by the emphasis we suggest. This need would 
extend to the personnel in the field through whom the details of the 
program are negotiated and administered. New directives might be 
tk calling for closer cooperation by military attachés and military 
assistance advisory groups with ICA personnel, U. N. and regional 
organization representatives, and counterpart personnel of recipient 
governments. The common purpose, from the standpoint of the 
United States, would be a system of coordinated relationships within 
which its own bilateral programs would contribute to both the defen- 
sive strength and the economic development of its allies and to the 
economic advancement of non-allied recipient peoples. 

Our view differs from that of some Sistinguis ed observers who 
believe that a sharp distinction should be made between the adminis- 
tration of military and economic forms of foreign aid. They note 
that Burma has refused our assistance, ostensibly because of its mutual 
defense implications, and that Indonesia also refused until we dis- 
associated assistance from defense. In India and Ceylon it is tacitly 
understood that military commitments will not be sought in return 
for the aid we extend. 
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To argue from this that economic and military aid should be dis- 
associated in the case of nations with whom we are allied for mutual 
defense seems to us fallacious. If it be agreed that these allies are 
in need of both forms of assistance—and most thoughtful students 
so agree—either will be effective in furthering our aims only to the 
extent that both are interrelated to serve common and consistent 
objectives. 

The disadvantages in the case of our allies of a sharp administrative 
separation between military and economic assistance would extend 
to the uncommitted and underdeveloped peoples. It would tend to 
shut them off from possibilities of regional economic development 
that might include both allies and nonallies to the benefit of both, 
as well as ourselves. It would tend to encourage economic national- 
ism among nations which received our assistance but which felt 
impelled to remain aloof from neighbors with whose advancement 
we are also concerned. Our national interest lies in reducing the bar- 
riers between peoples and not in increasing them. 

We must face the fact that some nations desire our military support 
while others reject it. By stressing military objectives in dealing 
with the first we arouse suspicions among the second that we have 
similar objectives with respect to them. In the Middle East old resent- 
ments have been revived against colonizing powers which are now 
among our closest friends. Among African dependencies of Euro- 
pean nations any American assistance must be in concert with nations 
which, while our allies and friends, are jealous of their prerogatives. 
In neither case do we see an advantage in pretending to a sharp divi- 
sion among our motives between those which are disinterested and 
those which embody self-interest in our security. 

Our answer to the dilemma posed by apparently conflicting moti- 
vations in our program may be expressed as follows: We should be 
genuinely eee emphasizing our mutual interests (and not 
merely mutual defense) with all free peoples (whether or not our 
allies). We should indicate our intention to continue both military 
and economic assistance as long as they serve a mutual interest, but 
our hope to discontinue military aid as soon as the demands of mutual 
security permit. We should stress the importance to ourselves of 
economic development in other free nations whatever their military 
relations to us. We should take into account more fully the economic 
and social aspirations of other peoples and look to them for the great- 
est possible development of self-sufficiency and self-help. 

The United States should not covet affection or gratitude in return 
for the aid it extends to other peoples. It should hope for their 
respect and seek to earn it, while yielding respect in turn to the people 
who are aided. Respect is most likely to be gained when we candidly 
pursue a policy of “enlightened self-interest.” Military assistance 
by itself tends to arouse suspicions of imperialistic ambitions. Eco- 
nomic aid, detached from an understanding by other peoples of the 
practical importance to the United States of their own well-being, 
may easily self-defeating. Were we successful in establishin 
an identification in the minds of other peoples between the nationa 
interests of the United States and their own economic and social 
well-being, our country would gain in respect and prestige through- 
out the world. We believe the shift in emphasis among mutual 
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security programs that we have suggested would do much to further 
that result. 


B. NEEDED COORDINATION WITHIN GEOGRAPHICAL AND PROGRAM AREAS 


In some geographical areas as well as program fields, the existing 
coordination of United States assistance activities with those of other 
free nations seems to us satisfactory and adequate. We think this true 
of the military aid and defense support that we extend to our Euro- 
pean allies through NATO. We also think it true of the technical 
assistance we extend in many underdeveloped countries where, as 
shown in chapter II, there is close cooperation “in the field” between 
our representatives, those of intergovernmental agencies, recipient 
governments, and some private organizations. In the particular case 
of the United Nations expanded program of technical assistance, the 
mechanism for communication and “clearance” between United Na- 
tions Headquarters in New York and ICA in Washington seems 
effective. 

The location of headquarters of the IBRD and the IMF in Wash- 
ington also facilitates their close cooperation with United States finan- 
cial agencies. The importance in this instance of close acquaintance by 
officials on both sides with the purposes and aims of the other organiza- 
tion cannot be overstressed. Mr. Eugene R. Black, President of the 
IBRD, through long experience in American banking institutions, 
has outstanding qualifications in this respect. The “interlocking di- 
rectorates” cited in chapter II as a factor in existing coordination, is 
particularly exemplified in the IMF, whose Board of Executive Direc- 
tors includes as its United States member Mr. Frank A. Southard, Jr., 
a special assistant to the Secretary of the Treasury. 

On thé other hand, there are parts of the world in which the United 
States interests are great but in which it lacks corresponding influence 
largely, in our opinion, because it has not found means through which 
its assistance activities might be effectively coordinated with those of 
other free nations and with those of native populations and local 
governments. The colonies and protectorates of European nations in 
Africa are an outstanding instance. At the threshhold of its economic 
development, with independent nations beginning to emerge, the 
African continent contains many possibilities both of future crises in 
which American national interests may be affected and of cooperative 
relationships with ourselves remaining to be developed. 

The problem for the United States in Africa is complicated by the 
intrenched political and economic interests of the European nations 
whose controls over dependent peoples are progressively being loos- 
ened. The extension of American economic or technical assistance 
will be a delicate operation, involving not only relationships with 
the peoples aided but also with allies to whom we are closely bound for 
mutual defense on the European Continent. To date, except for the 
United Kingdom, aid to African dependencies by either the United 
States or the United Nations has not been welcomed by these allies, 
although private capital from the United States has been gladly 
received in the Congo. It seems only a matter of time until the people 
of all these African areas will assert a right to increased autonomy. 
They will then look for assistance either to those who have been help- 








SERRE ennneeeeeee Ee 


FOREIGN AID ACTIVITIES OF OTHER FREE NATIONS 77 


ing them or to those others who make glittering promises in the hope 
of hastening the downfall of the Western World. 

The question is how to do it. It is possible that we might secure 
more cordial cooperation from European nations that administer 
African dependencies if we assured them that our assistance would be 
limited to technical assistance and the extension of long-term loans in 
situations that are not fully “bankable.” The Export-Import Bank 
might conceivably be used as a vehicle for the latter. In that event, 
close coordination of its proposed loans and credits with those of the 
International Bank (IBRD) would be essential. Grants, which tend 
to carry with them political implications, would then be left within 
the porn of the dominant European nation. 

The possibilities of this approach, while uncertain, should perhaps 
be explored at diplomatic levels. However, we believe the most effec- 
tive method by which American assistance could be directed to African 
territories has been demonstrated in the operations of the Colombo 
plan; and that a vehicle through which initially to direct our efforts 
already exists in the Commission for Technical Cooperation South of 
the Sahara. As pointed out in staff study No. 8 of the Senate Sub- 
committee on Technical Assistance Programs: 


it would not be in keeping with the character of American 
foreign relations to advance a program of technical or eco- 
nomic assistance for any territory politically dependent upon 
another state without the invitation or the express approval of 
the government in question. 


Nevertheless, we believe the United States is in a position to secure an 
invitation to membership in this Commission. At the same time we 
should seek the extension of its membership to all of the territorial 
governments in the area. 

The particular advantage which we see in a “Colombo plan” type of 
operation for aid to African dependencies is that it would bring to- 
gether around the same table representatives of the native peoples, 
the European nations which control them, the United States and, 
perhaps, the United Nations and the International Bank. The success 
of the Colombo plan lies not in any complicated system of bureaucratic 
coordination but in the fact that givers and receivers together canvass 
the needs of the receivers, the resources available to supply them, and 
then agree upon the allocation among the givers of responsibilities 
for meeting these needs. The responsibilities agreed upon and ac- 
cepted are then administered upon a bilateral basis, directly between 
the particular giver and the particular receiver. 

The Commission for Technical Cooperation South of the Sahara 
seems still sufficiently embryonic in organization and purpose to be 
easily capable of adaptation to a Colombo plan type of activity for 
African dependencies. Participation in it by the United States would 
involve a minimum of “interference” by this country in affairs which 
are frequently regarded as “internal” by sensitive European powers. 

Another geographical area in which the United States has large 
interest and in which the coordination of its aid programs with others 
seems to us ineffective and in need of strengthening is the Middle East. 
The importance of the area to ourselves and our allies need not be 
argued. The ineffectiveness of past aid from the free world in giving 
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direction to events also seems to require no demonstration. Senator 
Hubert H. Humphrey has been recently quoted in the New York 
Times (December 21, 1956) as calling the Middle East a “power 
vacuum” with problems “so complex that one hardly knows where to 
start.” It “desperately needs economic development, not simply for 
its own sake, but as a constructive endeavor to occupy the minds and 
energies of the people and their leaders.” Senator Humphrey’s pro- 
posal that a “Middle East Development Authority” be placed under 
the United Nations was attributed to the fact that “most of the eco- 
nomic, as well as the other, problems of the area are international in 
their scope.” His proposal seems to us a recognition that the assist- 
ance efforts of free nations in that region have not been but should 
be more adequately coordinated, to the end that the peoples of the area 
al be enabled to identify their own interests with those of the 
est. 

Both in Africa and the Middle East the advantages of a regional 
approach to economic and technical aid seem apparent. It is diffi- 
cult to conceive of a successful regional assistance program without co- 
ordination of its elements in a number of particular respects: The 
aid extended to each country must be planned in relation to further 
development not only in that country but in other countries of the 
region. In each country, and in the region as a whole, the program 
must be intermeshed with the assistance programs of other nations 
and other intraregional or international organizations. - These re- 
quirements, in turn, call for even more intensive and persuasive nego- 
tiations with governing authorities, local and absentee, and with other 
national leaders in the territories concerned. The Colombo plan type 
of procedures appears to be the best so far developed to achieve these 
forms of coordinated effort in the areas we have discussed. Should 
it appear to raise problems not involved in direct bilateral assistance, 
we believe they would be far outweighed by the advantages of the 
regional approach for which it calls. 

Our advocacy of a Colombo plan type of procedures for the coordi- 
nation of United States assistance programs within geographic regions 
does not necessarily call for (though it does not exclude) the creation 
of new organizations by this Government. The aims and objectives 
of the Colombo plan and of the present and past foreign aid pro- 
grams of the United States exhibit much in common. Thus, the dis- 
positions of American agricultural surplus through Public Law 480, 
one of this Nation’s largest economic assistance programs, to the tune 
of $3 billion, would lend itself nicely to a Colombo plan type of opera- 
tion. 

Perhaps the main differences between the United States foreign aid 
programs and the Colombo plan are: (1) the former are more heavily 
financed; (2) they operate over a broader geographic area; and (3) 
they are subject to exclusive control by a single country. 

What seems to us essential is that the conceptions underlying the 
Colombo plan, its flexible procedures and the type of relations that 
it embodies be given more prominence in the administration of Ameri- 
can foreign aid programs. The Congress appeared to be looking in 
the same direction when, in the Mutual Security Act of 1956, it 
authorized special development funds for three regions: South Asia, 
Africa, and Latin America. It provided further that when 2 or more 
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nations in 1 of these regions should be involved, the limitation, 
otherwise applicable, of 20 percent upon the amount that might be dis- 
bursed in the form of grants, should be removed. Existing law thus 
seems to pave the way for a form of regional cooperation between this 
and other countries that would have benefits for all. 

Some administrative steps have already embodied the conception 
of regional aid. To be financed from assistance funds at the disposal 
of the President, plans for a regional Nuclear Center for Research 
and Training in "he Republic of the Philippines were presented by 
the United States at a recent meeting of the Colombo Plan Consulta- 
tive Committee. Seven other regional programs to be financed from 
the President’s funds are under : study. The Jordan River develop- 
ment scheme is another conspicuous illustration of a regional proposal 
in which the resources of the United States may be applied to the 
economic development of a plural number of nations simultaneously. 

We refer once more to the intent of the Congress as expressed in 
the Mutual Security Act of 1956. Section 201 (a) authorized funds— 


to promote the economic development of free Asia, the Mid- 
dle East, and Africa based on self-help and mutual coopera- 
tion of friendly nations, and to maintain economic and 
politicai stability in these areas. [Italics added. | 


C. UNITED NATIONS CHANNELS FOR ECONOMIC AND TECHNICAL AID 


There can be no doubt that in general underdeveloped countries 
would raised receive aid and small free nations would rather extend 
it throu Jnited Nations channels than through bilateral arrange- 
ments. Those attitudes, disclosed in United Nations debates and else- 
where, underlie a widely held belief that the United States—without 
abandoning its bilateral programs—should encourage the expansion 
of multilateral assistance efforts. 

In discussing this viewpoint, we find it necessary to draw a sharper 
distinction between technical and economic assistance than we have 
previously made. In our opinion, the case is stronger for encourage- 
ment and utilization by the United States of United Nations programs 
of technical assistance than for its use of new maltilateral waitin 
for the extension of economic assistance—by which we refer to grants 
and loans of “nonbankable” character. By the adjective “new” we 
exclude the International Bank for Reconstruction and Development, 
of which the United States is a member and supporter and whose 
loans are made on a banking basis. 

There has been much criticism in the United States of the United 
Nations expanded program for technical assistance—some of which 
is justified, but most of which is not. There is, for example, the con- 
tention that, for an international cooperative project, the United 
States pays too much of the cost. There was sufficient merit in this 
contention for the Congress, in its latest appropriation for the pro- 
gram, to place a ceiling of 50 percent on the United States contri- 
bution. 

There is also an opinion that, being operated through the United 
Nations, which is primarily a political organization, political con- 
siderations play a major role in the allocation of funds to particular 
countries and in the determination of individual projects. This opin- 
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ion arises largely out of the fact that the program formally comes 
under the aegis of the United Nations Economic and Social Council 
(ECOSOC). But an objective study of the way the program is 
actually organized should demonstrate the lack of validity of this 
allegation. We have described this elsewhere but will elaborate here. 

When the total contributions to the program have been determined, 
the task of deciding how the total will be divided among the operating 
agencies—the United Nations Technical Assistance Administration 
and the specialized agencies—is turned over to the Technical Assist- 
ance Board (TAB). This is composed of representatives of the 
operating agencies—not of governments—under the chauapanensp SF 
a designee of the Secretary General of the United Nations. The 
decisions of TAB are reviewed by a Technical Assistance Committee 
(TAC), which is composed of government representatives and is sub- 
sidiary to ECOSOC. Finally, the broad determinations of allocations 
as approved by TAC are formally ratified by ECOSOC. No evidence 
has come to our attention that either TAC or ECOSOC has ever upset 
the allocations of TAB. Consequently, it is difficult to find substantia- 
tion for the charge that “political” considerations enter into the allo- 
cation of United Nations technical assistance money. 

Another charge, not to be taken too seriously, is that the national 
citizenship of certain key figures tends to favor the allocation of funds 
to projects in which certain governments are interested and to favor 
the assignment as technical experts of citizens of those countries. ‘The 
answer to this lies in the way the allocation procedure is organized 
and in the fact that most of the “experts” are selected by the specialized 
agencies themselves. The latter, in response to a recent request, ad- 
vised U. N. authorities that they are satisfied as to the fairness and 
equity of the present procedure. 

Finally, there is the more serious allegation that the United Nations 
technical assistance program is ineffective; that it doesn’t get a real 
job done; and that the main results consist of highly technical reports 
which are now gathering dust in the departmental files of the govern- 
ments of the underdeveloped countries. Such assertions, because of 
their nature, should be analyzed. 

It is our view that the charge, in general, is unjustified. It must be 
admitted that the U. N. technical assistance program has not achieved 
spectacular results in bringing about overall economic development in 
the underdeveloped countries. It is also true that, in numerous 
instances, the advice of technical experts has not been followed up by 
recipient governments. This is particularly true in the field of govern- 
ment organization and administration. On the other hand, there 
are many more instances, particularly in the fields of agriculture and 
health, where thé advice of experts has resulted in practical programs 
for the elimination or control of serious human and animal diseases, 
for locust control, for specific agricultural production projects, etc. 

Actually the failure of the United Nations technical assistance 
program to achieve far-reaching results does not stem from the way 
in which it is organized and administered. It stems from the simple 
fact that no money is available to pay for the capital goods and equip- 
ment, without which the work and advice of the most talented and 
devoted “experts” can yield but meager results. This was learned 
early in the United States point 4 program with the result that that 
program is now merged in an overall International Cooperation Ad- 
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ministration (ICA) program involving the provision of large sums 
of money as well as of technictd experts. 

The weakness we mention in the United Nations technical assist- 
ance program has long been recognized in its own circles and there 
has been much agitation in favor of establishing a Special United 
Nations Fund for Economic Development (SUNFED » & proposal 
to which we will return below. Up to the present, nothing has come 
of this project. The United States and United Kingdom have held 
back, although they have not spoken against the principle involved. 
They have contended that they are not in a position to contribute 
to such a project until the financial burden of their armanent pro- 
grams has been greatly reduced. 

These countries (United States and United Kingdom) have pro- 
posed alternatively that, so far as multilateral action is concerned, 
capital be provided through the World Bank and its recently estab- 
lished subsidiary, the International Finance Corporation. The weak- 
ness of this position lies in the fact that neither the bank nor the 
corporation is prepared to loan large sums of money for non-self- 
liquidating public works—such as roads, hospitals, and schools. 
These must form the broad foundation for economic development in 
the underdeveloped countries. 

This brings our discussion to a consideration of the practical advan- 
tages to this country of employing the United Nations as a vehicle 
for the coordinated extension of economic assistance in situations to 
which the procedures of the World Bank are not adapted. It must 
be remembered that if such aid is to have a substantial impact upon 
development in the many areas requiring it, the funds to be raised and 
administered must be of large size. Without American participation 
any scheme could scarcely be successful. 

On behalf of various persuasive proposals for United States par- 
ticipation in extended United Nations efforts in this direction, it is 
pointed out that a number of free nations would either like to give 
more economic aid than they are now giving or have earmarked funds 
that remain unspent for lack of a satisfactory vehicle. It is in our 
national interest that they should find such a vehicle. Bilateral aid is 
suspect—is open to old charges of colonialism and imperialistic am- 
bitions on the part of the nation extending it. The IBRD is not 
designed to meet the requirements because it operates within a frame- 
work of banking conceptions and cannot finance many important social 
and cultural undertakings which underlie economic development. A 
new international vehicle, it is contended, would bring more money 
forward; would eliminate suspicions of our intentions, because we 
would not be the only contributor; and would correspondingly save 
embarrassment to recipient governments by eliminating opportunities 
for anti-American propaganda. 

Clouding such eonihdaeatind are many hurdles of a practical char- 
acter related to the independent sovereignty of 80 United Nations 
members. Each has separate interests—political, economic, and 
social—which would have to be reconciled in a large number of situa- 
tions. The fact that underdeveloped nations are in favor of receiv- 
ing funds for economic development through an international channel 
should perhaps be weighed against the fact that their votes, if alined 
together, would control the decisions of the United Nations General 
Assembly. 


90439—57——_-7 
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The pros and cons of the argument have been assembled by Prof. 
Eugene Staley, who writes from an unusually full and varied inter- 
national experience.’ In addition to the case for multilateral assist- 
ance that we have already presented, he notes that the removal of 

litical suspicions attached to bilateral aid helps “in getting the job 

one.” United Nations missions are less vulnerable to popular denun- 
ciation and are thus better able to secure needed reforms and to advise 
in such sensitive fields as public administration. As members of the 
United Nations and its specialized agencies, the recipient countries 
would feel self-respect and a “sense of responsibility” were they to par- 
ticipate more actively in the planning and administration of aid pro- 
grams. Moreover, “multilateral agencies can draw on a greater varie 
of experience and technical personnel than can any single country. 
For all of these and other reasons “a United Nations agency can 
usually get more development results for a dollar’s expenditure, in 
mee, un erdeveloped areas, than can the United States operating 
singly. 
While Professor Staley believes that “the total of international de- 
velopment aid is likely to be greater with bilateral arrangements than 
without them,” his preference on balance is clearly for the multilateral 
approach. @ same position is taken in a thoughtful analysis by 
James P. Warburg, who proposes a “United Nations Development 
Authority.” ® 

Most of the arguments, as we state them, neglect the primary crite- 
rion by which we feel they should be appraised by the Congress: Are 
the proposals in the national interest of the United States? Granted 
our interest in securing the most effective and efficient program of eco- 
nomic assistance to free peoples who require it, this must not be at the 
sacrifice of other more vital and immediate interests which we value 
more. Among these is a substantial degree of unilateral freedom of 
action. Its conservation is entirely consistent with a national polic 
which aims at the economic development and social betterment of all 
free peoples, especially of those in greatest need. The question of na- 
tional interest concerns the means by which to express this policy and 
not the end. 

The issue tends to center upon the proposal to establish a Special 
United Nations Fund for Economic Development, commonly known 
from its initials as SUNFED. It would parallel the World Bank 

IBRD) and its subsidiary, the International Finance Corporation 
(TFC), both of which are esse: Pane in their financing activ- 
ities to governments which are members by reason of subscriptions to 
the bank’s capital stock. IBRD may loan to nationals but under 

overnmental-member guaranty. SUNFED as contemplated would 
ea no fixed capital but would operate with an annually replenished 
fund controlled by a council composed of representatives of the con- 
tributing states. The fund would be available for either grants or 
loans at low interest intended to develop the infrastructure of economic 
advancement (roads, hospitals, schools, etc.). Such financing opera- 
tions are beyond the present capacity of existing international agencies 
like IBRD Saeed ey are not aii liesidaling. 


2 The Future of Under-Developed Countries, 1954. 
* Danger and Opportunity, 1956. 
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The SUNFED proposal was reviewed by an ad hoc U. N.. committee. 
In response to its survey of governmental opinions, a variety of view- 
points were expressed. In general, the countries which might be ex- 
pected to apply to the fund for aid were wholeheartedly in favor of it. 

This was also true of a number of the smaller European countries, 
who indicated willingness to make substantial contributions im- 
mediately. 

The views of the United States have been influenced by the obvious 
dangers in a fund possessed of necessarily limited resources which 
weal be unable to meet the heavy demands made upon it. On the 
other hand, there is recognition of an unmet need and a willingness to 
agree that if the responsibilities of SUNFED were carefully cireum- 
seribed, it might serve a useful function. 

The United Kingdom supported the SUNFED proposal in princi- 
ple, but suggested that its establishment should await the fulfillment 
of the following conditions: 

1, A program of internationally — worldwide disarma- 
ment under the auspices of the United Nations should have been em- 
barked upon. 

2. A certain minimum of money should be available to the fund be- 
fore it embarks on any operations. 

8. The membership of the fund should embrace the bulk of the 
members of the United Nations. 

Canada, New Zealand, and Australia took the general position that 
until the fund can have the support of the large industrial nations, it 
should not be established. They also pointed out that they already 
are making heavy contributions to the Colombo plan and the UNTAA. 
Similar views were expressed by West Germany in the following 
cogent and well-reasoned statement: 


The Government of the Federal Republic of Germany 
states that it has again examined the plan to establish a 
Special United Nations Fund for Economic Development. 
As ig shown by its participation in the World Bank, the 
technical assistance program of the United Nations and re- 
cently, the International Finance Corporation, it is interested 
in the economic development of countries capable of develop- 
ment. If a new institution—SUNFED—is now to 
created in addition to already existing institutions or those 
in process of being established (IFC), very careful consid- 
eration should be given to the question of whether the said 
institutions could not also fulfill the tasks intended for the 
special fund. According to investigation so far, this possi- 
bility would seem out of the question without amending the 
statutes of the above-mentioned institutions. Alterations 
in the statutes could also cause considerable difficulty ; but it 
does not seem impossible that existing institutions such as 
the World Bank could act as agents in rocuring the addi- 
tional funds required—perhaps in the tiem of “grants-in- 
aid” from friendly governments—for important develop- 
ment projects. In this way a connection could be established 
with the existing national aid programs without the necessity 
of creating a new organ within the framework of the United 
Nations. Furthermore, the establishment of the special 
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fund should only be considered provided the arn of 
the most important world trade countries—particularly the 
United States of America, Great Britain and France—is as- 
sured. 


It thus appears that a number of the financially stronger nations 
have doubts about the advisability of establishing a special fund and 
about the need to create new instruments for the yume it would 
serve. It also appears that the United States holds the key to a de- 
cision upon it. 

The SUNFED proposal has been developed to fill an important gap 
among economic assistance programs—a means of financing projects 
of economic infrastructure types which, although non-self-liquidating, 
are of basic importance for development in underdeveloped areas. 
However, whatever the agency to satisfy this need may be, it will 
encounter strong pressures to finance enterprises of questionable 
character. SUNFED, as proposed, would not seem to be in a political 
position to resist such pressures by the application of standards equiva- 
lent to those aanleent by the IBRD in advancing funds for projects 
expected to produce a direct economic return and be repayable there- 
from. We agree with those who regard such standards as essential ; 
and we agree with the West German Government in thinking that 
the facilities of IBRD and IFC might be so adapted as to place an 
appropriate mechanism under their overall control. It is significant 
in connection with this suggestion that voting powers in the adminis- 
tration of IBRD are proportional to the capital subscriptions made 
to it by its members. 

Our skepticism about the desirability of multilateral instruments 
for economic assistance does not extend to multilateral programs for 
technical aid. The sums involved are smaller, the character of tech- 
nical aid is quite different and the projects developed are subject to 
greater and more continuous administrative supervision. The argu- 
ments for multilateral vehicles of assistance maintain their force in the 
case of technical aid without the counterbalancing considerations that 
apply particularly to large-scale grants and loans. The question here 
is largely one of the extent to which any one nation—meaning the 
United States—should contribute a preponderant share of the costs. 
This question has already been answered by the Congress through its 
limitation upon contributions of the United States to the United Na- 
tions Expanded Program of Technical Assistance to 50 percent of the 
total. 

We regard this decision as an appropriate and sufficient answer to 
the question whether the United States should expand or contract its 
participation in multilateral programs for technical assistance. To 
the extent that these programs continue to demonstrate their value, we 
would favor American support for an orderly and therefore gradual 
rise in their magnitude within the limitation named. This assumes 
further that the present, largely informal, devices for coordination 
among multilateral, regional, and bilateral programs would be con- 
tinued and developed. 
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ComPvUurTATION oF Reiative Capacrry To Exrenp Foreren Arp 


Indexes of national capacity to expend resources for any specific 
purpose are of dubious theoretical validity. Expenditures involve 
choice among alternatives and the comparative utilities among these 
are likely to defy quantitative measurement. The indexes we have 
developed involve even greater difficulties because we apply them to 
comparisons between nations. Not only theoretical limitations but 
many inadequacies of statistical information must qualify the results, 
a fact of which we are acutely aware. We have sought a numerical 
basis upon which to determine the “fair shares” of nations contribu- 
ting to foreign aid—a question about which there has been much 
discussion and expression of opinion; but the conception of fair 
shares is itself questionable, since it implies obligations extending 
beyond the interests upon which the policies and programs of each 
nation are based. 

In calculating our indexes, we have made certain assumptions that 
have been adopted for other purposes with some degree of agree- 
ment; and we have borrowed from the United Nations certain data 
and procedures that were developed to serve these other purposes. 

The groundwork for our indexes has been laid during the past 
decade by the Committee on Contributions of the United Nations 
General Assembly, working under Assembly directives. The Com- 
mittee is responsible for recommending a scale of assessments upon 
United Nations members to meet the administrative expenses of that 
organization. These expenses are to “be apportioned broadly accord- 
ing to capacity to pay”—a capacity for which “comparative estimates 
of national income * * * appear prima facie to be the fairest guide.” 

The General Assembly and the Committee on Contributions have 
recognized, however, that assessments directly proportional to esti- 
mates of the national incomes of member nations would be “anomo- 
lous.” On the average, every 3 or 4 persons in the United States 
have together as much income as 100 or more persons among many 
Asiatic and African peoples. In most countries of the world, the 
margin of income above the costs of subsistence for their people, out 
of which international obligations must be paid, is proportionately 
far lower than in countries like the United States and Canada. 

The Committee on Contributions in recommending national assess- 
ments therefore prepared a sliding scale of allowances for low per 
capita income, somewhat similar to the “brackets” of a “progressive” 
income tax system. This scale provides an exemption from assess- 
ment of 50 percent of national income in the theoretical instance in 
which per capita income sinks to zero. Actual exemptions for the 
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poorer countries approach 50 percent. The exemption of national 
income from assessment declines as per capita income rises until 
ar ounes income becomes fully assessed at a per capita annual income 
of $1,500. 

Other departures by the Committee on Contributions from the use 
of simple comparisons of national income totals as a basis for United 
Nations assessments were made simultaneously. Adopting a proposal 
of the late Senator Arthur Vandenberg, the United States assessment 
was limited to no more than one-third of the total. Its “ceiling” has 
been accompanied by other related “ceilings,” and by “floors” to assure 
certain minimum contributions from the smallest United Nations 
members. Still other criteria, resulting from its studies of relevant 
data or enjoined upon the Committee by the General Assembly, have 
sought to assure the greatest possible equity among the assessments of 
United Nations members in accordance with the “capacity to pay” 
principle. 

The “ceiling” from which the United States benefits was based upon 
Senator Vandenberg’s fear that a “preponderance” of contributions to 
the administrative expenses of the United Nations by a single country 
might lead at some future time to its “preponderance” of influence in 
the counsels of the organization. Since this consideration seems inap- 
plicable to the purpose we set ourselves, our indewxes of relative national 
capacity to extend foreign aid employ data in which the national in- 
comes of the United States and of other countries subject to “ceilings” 
and “floors” are fully expressed. In calculating our indexes, however, 
the procedures of the Committee on Contributions have been otherwise 
followed. Our indexes, like the national income estimates from which 
they were derived, pertain to the 3 years 1951-53. The capacity of the 
United States is set at 100 and the capacities of other free countries 
are shown as relatives thereof. 

In compiling the indexes, we have made use of a number of tables 
which were prepared by the United Nations Statistical Office for the 
confidential use of the Contributions Committee at a time that one of 
our senior associates was a member thereof. Certain of these tables 
contained data for nations not then members of the United Nations, 
but for which recommended assessments were requested by specialized 
agencies of the United Nations. In using the figures which were thus 
obtained, the former Committee member has exercised every precau- 
tion to preserve their confidential character. The fact that the United 
Nations General Assembly has uniformly adopted the scale of assess- 
ments recommended by its Committee for United Nations members, 
without exception, may be regarded as an evidence of the care with 
which the data at the Committee’s disposal were employed and the 
credence that they merit. This credence, we believe, may be extended 
in corresponding degree to the indexes we have based upon them and 
which are cited in chapter I, section A. 

The fact that the indexes pertain to a different time period than 
that to which they have been applied, as in table 10, introduces further 
regrettable qualifications upon inferences drawn from the results. 
Economic changes in all countries are constantly in process, and even 
the expenditure data in the table cited may contain errors for the years 
it covers amounting to as much as 10 or 15 percent. It is impossible 
to say to what extent all of these sources of error and inaccuracy may 
compensate or reinforce each other. We can only express the belief 
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that the applications of our indexes reflect in a broad and general man- 
ner the extent to which certain other free nations, in comparison with 
the United States, have used their available public resources to assist 
other peoples. 

The indexes referred to, already presented in chapter I but repeated 
here for convenience, are as follows: 


Waited Sttiteiic. niin ots SO IN cece naoarennceeneinne 2. 
Merete oot lO Fe I a acpcitnnsttenscaeronsiitinmnlins 1.8 
MII k cteen cn ncetusdbanitenemcanclennae iNew Zealand. <2) 08 0 us a .6 
Pa a a oa tls 1. Geer eee... oe eee a an 
a EEL ae Bets OI sncencs kn cegctnsmihinseesimnecetiabodantiabion 8 
ITT ett aiceaaitpanentapamien OY eM se os cee aa hee 
tend |. oa. a hs enue 2.1 
POCO ss oe eed cue abe atin sina 1) Oe IN oc iesteceniinig eresiniensmenmenngl L6 
Germany (West) -..—-.---.-... 5.8] United Kingdom_______------_~ 10.7 
SRN a IS 2.9! Union of South Africa______-_-- a 


APPENDIX B 
SUPPLEMENTAL STATISTICAL Data 


Because of the oft-heard contention that technical assistance activ-- 
ities by the United States should be transferred to the United Nations, 
detailed data pertaining to the U. N. expanded program of technical 
assistance are here presented in appendix tables I, II, and III. 
These are reproduced from the Eighth Report of the U. N. Technical 
Assistance Board, Supplement No. 5, Annex I. Table I shows in dol- 
lars the amounts pledged to this program by each U. N. member 
during each of the years 1952 to 1956, inclusive. Table II shows for 
the same years (but combining the first 18-month period) regions and 
areas for which project expenditures were made. Table III, for the 
single year 1955, shows the distribution by regions of the amounts 
obligated for country projects by the United Nations and by each of 
its specialized agencies. 


TaBLe I.—Contributions pledged by governments to the United Nations expanded 
program of technical assistance for the years 1952-56 
(United States dollar equivalent] 

















Country 1952 1953 1954 1955 1956 } 

SE iccécinudncwinsgececeuusatcwanaa $7, 001 $10, 000 $10, 000 $10, 000 $10, 000 
Argentina-.....-- vedanta aaceiaydoe easier tan 200, 000 | 200, 000 300, 000 300, 000 100, 000 
ia ceancnniataintid caster cede 190, 000 400, 000 400, 000 500, 000 2312, 520 
DR in teihiictetenctienatininnns sislptcedihaigemntnlaeacanl 19, 231 19, 231 19, 231 38, 462 38, 462 
Wdddiaeeccbdbbtbbdctosasiicedsiabh 270, 000 297, 000 337, 500 337, 500 437, 500 
DT intihinewitietthbecces eounorn echbeonceniedil 12, 500 25, 000 7, 895 7, 895 10, 000 
UE ba dudtivdckbsddedededeniduaaneUeddiodl 459, 459 374, 551 219, 135 270, 270 324, 324 
ai cal ia nsintiincindiaitnindiestdenell nomneoeesqe= [onpitihighisssaenutneaiieamttal. Aabeidmech inmate 14. 706 
WEN Sbudel i iw ci cbiieansscéne Stee 8, 000 12, 000 12, 000 18, 000 18, 000 
Byelorussian Soviet Socialist Republic. --.-|...........-}]......-.--.. 50, 000 50, 000 50, 000 
es thal nchidithes nainnrtenianantinmanes 5, 000 BOD bn ccdicnnias 2, 000 5, 000 
Ci inncnanenducanubatomiensuasasinane 750, 000 800,000 | 1,500,000 | 1,500,000 1, 800, 000 
Ri ht ned i cuindtcivematimkwanawengumaecaden 15, 000 15, 000 15, 000 18, 000 18, 000 
SI ciudteanhicoinahantnatpeonantedamuaanemmcess 174, 194 209, 032 58, 909 100, 000 110, 000 
RRMA ccticithntcend da acenbagerdonnmaiiadacie 10, 000 10, 000 15, 000 15, 000 20, 000 
SL Ait tienaninasmaecunuusuiadonmeod 100, 000 100, 000 140, 000 140, 000 140, 000 
iit ch cinuhek aceemananmeunl 5, 000 5, 000 6, 000 7,000 8, 400 
RM Sis tthnnth onan cupinecnbacuurconut 50, 000 CBO tnccccae hod 25, 000 
I ncssceon 6am neceeimonsidnaine wansive hema emi 69, 444 69, 444 69, 444 

titi net cominernig haan amma 108, 585 434, 342 434, 342 550, 166 579, 123 
DOGREED BURIED. «onan cceccceccccscaes 6, 000 10, 000 10, 000 20, 000 24, 000 
IE. SUE cons canennccncqacecos 6, 300 6, 400 6, 400 10, 000 | 10, 000 
inc kee acaenciniiacannineisicenn 81, 850 | 86, 157 86, 157 100, 517 | 100, 517 


See footnotes at end of table. 
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TaB_e I.—Contributions pledged by governments to the United Nations expanded 
program of technical assistance for the years 1952-56—Continued 


[United States dollar equivalent] 


Country 1952 1953 1954 | 1955 1956 ! 




















$5, 000 $6, 000 $6, 000 $7, 000 $7, 000 

20, 000 20, 000 20, 000 20, 000 20, 000 

10, 000 10, 000 10, 000 15, 000 15, 000 

1, 064, 643 1, 207, 500 1, 207, 500 1, 450, 357 1, 448, 571 

119, 048 148, 810 148, 810 148, 810 238, 096 

20, 205 20, 295 5, 000 5, 000 5, 000 

7, 500 7, 500 7, 500 7, 500 7, 500 

12, 000 12, 000 12, 000 12, 000 14, 400 

8, 000 9, 600 8, 000 BW | icoscone pend 

2, 500 2, 800 2, 806 2, 806 3, 684 

275, 000 275, 000 300, 000 400, 000 450, 000 

43, 860 63, 585 65, 790 65, 790 65, 790 

40, 000 , 000 50, 000 50, 000 50, 000 

5, 000 11, 201 13, 953 13, 928 28, 003 

ST Nlbenncmmetent 14, 001 56 Oe) cncondhadue 

28, 003 40, 000 50, 000 7, 778 50, 000 

93, 000 93, 000 96, 000 3112, 000 112, 000 

80, 000 80, 000 80, 000 90, 000 90, 000 

Ei nntstnhtnbdhine «nda ide ats ddcdbogkeideirehmuldieiiae «ibe dee 2,815 |... hie ase tiles pits 

5, 000 3, 000 3, 000 3, 000 3, 500 

5, 000 2, 823 2, 857 1, 429 1,429 

6, 846 6, 846 6, 846 6, 846 6, 846 

12, 000 12, 000 15, 000 15, 000 20, 000 

oeewsenmabme 3, 000 3, 600 * 000 5, 000 

| 2, 500 2, 500 | 2, 500 2, 500 3, 000 

WINN. Se dds Soak sn saccdetecckbedde 34, 682 34, 682 34, 682 24, 000 33, 600 

sd 20S Ek cabliomet meas dpeewnnii 2, 857 1, 143 1, 429 1, 143 1, 429 

SER, 2 «co cecddmacckdapbdadueeessen 400, 000 421, 053 600, 000 660, 000 760, 000 

RE 555 kos saci ndess desehdioen 126, 015 125, 593 125, 593 168, 020 168, 020 

I cht netniclinns Shockidbiaaneneanen 5, 000 5, 000 5, 000 3, 571 6, 500 

hie ea AL dc acghpedadeducaee sed 55, 999 69, 999 97, 998 380, 792 380, 792 

AID ie toc aaah merged 151, 103 166, 213 166, 213 166, 213 166, 213 

PR oka occ dann gununkecentabcd oe 3, 000 3, 000 3, 000 3, 000 3, 600 

Ee eid dah dauidindich casiedsttbee 5, 000 5, 000 8, 000 8, 000 12, 000 

Sn tind Uitte atntinecinnned deme dere nenaine 10, 000 TAD \acccceteseee he Aless bao 

Philippines 50, 000 50, 000 55, 000 55, 000 66, 000 

I i tel Sins 6 i al aa etek tel ech nein eps 75, 000 75, 000 75, 000 75, 000 

as oo. ain ac a cucetnocedaelaidbbiclobicdnadbdelhbsnebhivessdecdacksncdsliecésings ine 16, 667 

Saudi Arabia 15, 000 15, 000 15, 000 25, 000 25, 000 

DL ntetdtitinaheDaninamdadheasatenageeciamecnesrestl=sgteenvcaral eine caine eeee |--2- sno oe = 10, 000 

NS cio Sindthe ds hd dbey doninintcebib sus! 357, 336 386, 623 483, 279 579, 934 695, 921 

I sc cntitnineenagnswnwatin’ 218, 862 231, 852 233, 372 233, 372 | 233, 645 

EE tL Re. ni eh a dba nentiddeig@etdusteodwe 11, 410 11, 410 11, 410 11, 867 11, 867 

a ih ui ce iied ie ee el casteehciiveth 34, 000 40, 000 40, 000 40, 000 40, 000 

a A Me nee ncaa eth enamine 182, 000 183, 571 | 201, 495 201, 495 201, 495 

Ukranian Soviet Socialist Republic..__._-- clishclabuncatiaiphh Sie anid Aalbers 125, 000 125, 000 125, 000 

Union of Soviet Socialist Republics_._.-._- CS ciniaihsisce dita ace 1,000,000 | 1,000,000 | 1,000,000 | 1,000,000 

United Kingdom of Great Britain and 

De BOE 6, ces ids dente dn' 1, 260, 151 1, 400, 168 1, 820, 218 2, 240, 000 2, 240, 000 

United States of America..............---.- 11, 400, 000 | 12, 767,145 | 13,861,809 | 15, 000,000 | 4 15, 500, 000 

WO be wl adc ctcuncsaccdbsbcewadboebuuas 50, 000 75, 000 75, 000 100, 000 120, 000 

RII. di.. dihtascentec deat aipisstonsthiestiieiet acintpeitreniaha enol cositaaenaseie tite 2, 000 2, 000 2, 000 

Venezuela........-. siarcpioth aeaepesinasiniaes aia | 20, 000 | 25, 000 45, 000 | 150, 000 66, 000 

IR i pica dicen nt piiaedbereannicininiinis 7, 500 7, 500 | TEL shosusdntncelsesnnexexee> 
Rn ih ninhi nated esi inntinsiene adele | sspnsititiidediaoal 2, 100 | RO Pnppatcinnndns tiene nan 

Yugoslavia. ........- seepucstlbbodenqesseell 50, 000 | 62, 500 | 82, 500 | 82, 500 | 110, 000 

UN eet oe ache SS 18, 797, 232 | 22, 320,725 \* 5 25,020,589 f 5 97,882,907 | 5 28, 940, 563 





1 Provisional, to Mar. 31, 1956. 

? Amount pledged for the 1st half of 1956. 

3 This pledge, previously recorded at the equivalent of $200,000, has been adjusted in accordance with the 
appropriation action of the Italian Parliament. 

¢ Maximum pledge subject to the condition that the United States contribution shall not exceed 50 percent 
of the total contributions from all governments. 

§ In addition, a contribution equivalent to $467 was pledged by the Government of Liechtenstein and ac- 
cepted under financial regulation 7.2. 
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TABLE II.—United Nations ewpanded program of technical assistance project coste 
by region and country 











(United States dollar equivalent] 

Calendar year Approved 

Region and country program 

calendar 
1950-51 1953 1954 1955 year 1956 

Africa: 
IB 5 cnt axectce sev nto céindéude<] cdnn sigan dl nine dibbad)ccscenasdaloosesqgesbelsesseanle $13, 749 
TO 0 ee ie ot eo dh deidibdipnodl Sida <+=dinnenndeedtenesewene $11, 575 33, 052 
Belgian territories in Africa...........|-..-- acd isl Enccmtesidizenseneiell 7, 578 18, 900 
ED I SN ss, ished vids « dh Sila die = ddan didn aeenrenes $10, 922 21, 660 10, 000 
SI ne a i 251,529 | 293,833 372, 229 
Federation of Rhodesia and Nyasa- 

Oe easbeenncdincaneecand § GUnn.. Wa ieneusel 8, 518 45, 424 
Brance (penmetropaiitan territeriag) -.| c<-60<2<<)<16= second ennwenecen|coccconese|scsaseanen 5, 000 
French West Africa (Cameroons) - ----. 16, 780 41, 588 15, 645 
EO ae et iene 39 19, 423 10, 732 
eT ae eae 28, 982 36, 110 128, 580 
DE nn nas enncnnsaunsdl think s~ dinassanesndimetmn> tart 7,008 lciveninh-iniveuinh~-o~= 
*), Se ea ee | a See 8, 694 2, 500 
Ts a ake 8 Ee, ed 206,012 | 165,062 257, 386 
as eee ll etic 584,163 | 602,421 733, 163 
UI ne ee ee ie ee ee Tl dll ee eed amen 11, 974 51, 768 
ON. iiliony iss hsbpo<padiendiiane dddteditine dl dteiiiesi ln msuniirene 14, 164 49, 493 35, 180 
See) ss tek ld a nal diediinadh Ii) Ge lonananscaes 8, 668 33, 593 62, 054 

ptnranndiddldingeccediccweccceeeednowuneeiaidellelnll 36, SP Lecaeus---- 
Beunten TTL 4... ance aan ekinnadiiibens dl diibeseed etnanh nnn ennnenhnnhamaanael 27, 195 

Pn do usnnenncandtlaeinmecdiatetenaadiiiminadndalinabamaanaeal Ce itescid--<- 

Seychelles Ladi nots isi wis kis tase ie ects RA detained agtaiceen iatneaiee aaa 2, 67 1, 200 
Siiicmtine gel ctiditiliaE Donte tind 17, 819 59, 682 

18, 756 46, 783 38, 380 

etiactlisja cick od taaenamave ainda diated Wl ieeeihnnan 

sien asaaaiiiael 10,029} 51,484 146, 423 

582 37, 721 83, 842 126, 500 

22, 784 47, 258) 68, 880 80, 316 

in diidiedlnncenndandinambemhdoe 11, 648 33, 134 

peneeneentainll an carn eticiatuasaviabaoaedl 2 Te licencnotem 


58, 424 36, 807} 145, 287 122, 338 


1, 278, 896] 1, 762, 088) 2, 430, 530 








Asia and the Far East: 



































ee ed 62] ae 
BUC. nnccneiiehb one aReR Be ccua 578 30, 484, 879 533, 262 706, 950) 1, 041, 035 
ON 38, 87 57, ¢ 40, 127 95, 936) 180, 776 259, 679 
Oa ook ico ain ain deinane 7 f 545, 422 348, 246) 495, 735 826, 225 
Cee C RnWOOD) hi... . .... wivchdsnnccahbaibenwed 36 199, 749 257, 309 249, 442 214, 417 
Hong Kong.---.....-- STS ee OS 7,¢ 14, 423 23, 884 30, 644 13, 250 
od , OF , 045, 2 5,696} 562,802) 944,726) 2,679,171 
Indonesia ‘ < 754, 132 590, 004 778, 542 993, 833 
ital soe 12, 975 15, 844 86, 375 95, 350 
Korea (South) il isastatiediinle 29, 610 32, 839 38, 900 

inn teregun teiaiteliiertateatie ocmmnesinhabtied 41, 897 42, 351 73, 592 111, 269 
RNG Sti sicko deeb ddlines eedndeanden 2 33 56, 256 44, 662 53, 465 138, 748 
Se enitiunagwxatmdobinnieceneilalit | b3 35, 686 58, 791 119, 020 173, 596 
Netnermnds New Gums... .<ccccnelccececcscelcccdsccsas 2, 582 &, SE cnnnesccieab cathe 
rR Ek, Kin ccdicboiaciadiliins 33, 850 34, 974 35, 325 36, 681 
pO RE RE ET a ee 910, 425 756, 210 929, 083} 1,075, 712 
Papua and New Guinea-._...-......-- heen scacnns|een=sen=~a0]cercenene= 2, 000 1, 706 3, 450 
Philippines....... RS ea Tee 63, 080 306, 475 316, 742 357, 057 377, 624 
| a Te ae eae | 1, 179 33, 831 26, 119 24, 7' 39, 067 
ee RT ap ee ae 2, 763 51, 362 49, 105 50, 378 47, 748 
ek oe ee 262, 876 542, 536 457, 981 536, 394 599, 760 
TONS cds 4~ beaks cu aibdndedeadd | 50, 542 37, 464 1, 76 104,100) 132,378 
I i a Ce Ae a i th Oi Oletcneseccehahbeare 
United States Trust Territories.......|........-.-|----------|----------]---------- i. as 
Regional projects 422,457} 397,534) 664,434) 674,180 

NRG. i in chinnidbicdibindinaiitmusiadind 5, 5, 474, 357 4, 650, 460) 6, 461, 705) 9 472, 073 

Latin America: y 

Alaska (United States) ...........-.. adhddndihensd OBIE 1. cnasecelecnccencns louse dnebeae-aeubes 
DNR ceiciccdsicnatimsactnecs | sansscatiie ds ewuatkiindl, ~siai thas bee 15, 291 97, 500 
pO aS ey i a Ts eae 1 Te lL ecanectncledeninm-istat-ccane 
SOMITE s Ue dat ~dodnab ddnoe bubba soundss 24,977 | 200,077 | 304,116 | 266,814 | 341,615 383, 722 
ER a ae --| 106,550 | 495,262 | 833,021 | 366,025 | 429,070 458, 956 
nab ncnencacchiiacnonsened 11,907 | 82,319 21,486] 21,088 29, 300 
Deitish MomGarGhaw. ase sec cnckinces is ibid didn DR ea cd Daas ie | netabse-- 
British West Indies................... | eeeremareahetomeranameth | sagen eiaiesinl cum skain 18, 954 50, 448 
Cee os Ss Ses oes. 8ise ..-| 143,488 256, 385 | 222, 150 251, 676 407, 027 547, 470 
Cs cccethiedindassdossnctnkany ' 138,633 ' 232,712 163,746 ' 209,439 ' 341, 507 386, 934 





1 Southern Rhodesia. 
3 Nyasaland. 








90 FOREIGN AID ACTIVITIES OF OTHER FREE NATIONS 


Taste IT.—United Nations expanded program of technical assistance project coste 
by region and country—Continued 


[United States dollar equivalent) 

Calendar year Approved 
program 
calendar 

1950-51 1952 1953 1954 1955 year 1956 





a ef 


Latin America—Continued 
R $44, 821 | $186,752 | $126,761 | $115, 461 | $114, 529 $187, 563 


4,632 | 24,306| . 13,586} 24,007| 18,750 |._.....__- 

JS a acai 88,984} 52,000} 43,612] 52,696 61, 904 

102,938 | 526,490 |} 348,440 | 268,903 | 208,114] 345, 641 

123,041 | 304,009 | 201,726 | 150,613 | 158, 599 196, 764 
chinawecenninspaapencnnndiannslitiieadslickesantibeasetiaaatadianenih, tL LGLs , 316 

Eos bac GSCESSShh StL ero nandll ti alton obbnencnmnere ieee eanieiaenl ss slesckanesds 10, 000 

35,247 | 174,526 | 126,551 | 92,236 | 191,488] 270,350 

80,638 | 272,278 | 168,488} 152,914 | 310,243} 248, 633 

38,011 | 57,407 | 67,375 | 50,320) 125,900] 243,453 

2,193 | 652,148 | 657,979] 19,168) 64,580 76, 830 

nce eA cal BP Dacscrcoprcdls cennawinhesipellie 3, 500 

129,604 | 487,900} 184,305 | 177,181 | 309,376 | 358, 519 

4 700 37, 836 129,434 | 224, 700 

4,611 | 62,030 | 140,045 | 112,050 | 105,811} 109,134 

55, 147 | 228,961 | 228,743 | 198,733 | 208,663'| 372, 325 

62, 165, 843 198,130 | 141,337] 66,889 | 141,888 

datas cmoeaeaee Wi GEE Bcntccael eect ee se PR sc 

890 BO ecoxttrcrcohquankenes}adiee PIU cn 

eee lars aca Eeacccucie COE Roocecorsenicaanancsl ~~ SA aca 
Oana onan GO soccer} -- ih 30, 324 17, 500 

OE a dic ea lta diaaeasd 22,971} 14,799} 31,751] 143,608] 156, 468 
3, 314 4,047} 23,138} 105,170} 176,304) 292, 507 

Virgin Islands (United States)...---..]-----..--- hii encknornabvedsanibeeneainksehttiah acc 
Regional projects.............-..----- 79, 203} 910, 790} 1, 060, 860} 1, 025, 202) 1, 205, 982) 1, 172, 504 







163 80, 421 45, 899 35, 533 49, 674 20, 000 
6, 523 18, 939 3, 647 3, 500 18, 813) 42, 706 
10, 820! 190, 431 62, 003 27, 147 39, 182 18, 650 





























21, 592 213, 056: 98, 424 62, 268) 112, 149 160, 672 

4, 359 44, 880 42, 736) © Biiccccencsce 7, 820 

2, 827 12, 948 47, 833 41, 051 Sy OOF cia ccce 

3, 905 5, 759 Siwementuweeteccseatailicscbdeense 

i iat EES ingles ath Dy i cdcedccccchv scenes 2, 744 95, 000 

2,972 6, 415 1, 039 | eR ee 

a a hart dated a tinidamnistese 18, 802 19, 661 10, 853 14, 804 19, 250 

EIT LO 11, 542 FG nceteneckcesenansschiepebesee 

61, 383 277, 513 421, 266 531, 954 567, 862) 591, 265 

Yugoslavia. 49, 374) 1, 053, 687 673, 130 633, 242 791,859; 683, 535 

TRIN WOOO Boo on eniie cncccccabenieediouesd 4,176 98,867} 148, 453 66, a 91, 000 

CE BE SE a LES | 163, 918] 1, 940, 089) 1, 522,440) 1, 499, 640) 1, 665, 519) 1, 720, 898 
Middle East } 

ANE EE eae 168, 607 587,108} 408, 654 319, 457 473, 397 701, 364 

Oe en ee ead eae 15,166) 275, 560 218,522} 458,586; 791, 261 891, 196 

TE ee | 233, 866; 1, 153, 536) 1, 043, 221 793, 210) 991, 709| 838, 484 

SR LOT 2 ee 81, 922 547,869; 432,195 321, 786 444,206! 486, 922 

OS 9 LE SR 90, 272} 601, 252} 450,742} 246, 332) 345, 713} 401, 366 

sh i avuhtietsnan camieottentiod 22, 747 99, 619 164, 846 219, 473 334, 034 383, 341 

RT 04, 423 225, 971 153, 573 95, 595 162, 553 212, 472 

NCES INI. 6 aitintcs Tet cen eevens nd claves 56, 260) 160, 072) 197, 819 108, 389 103, 1 135, 020 

DiceenshbnOSib hs Chncnnndcdcudaesae 108, 754; 284,705 275, 294 299, 834 402, 487 612, 980 

2 al leccsaecaes, 4, 441 17, 976 46, 625 152, 517 

Regional projects..................--- 66,478} 439,429 58,035; 371,643} 470,808 526, 418 

RRP SD ee a 941, 952) 4,375,121) 3, 407,342) 3, 252,281) 4, 565, 986) 5,342, 080 

Interregional projects. ..................-. 28,036) 117, 229) 1,333,931} 509,165) 838, 547, 900 

Other project costs.............-.......... 319, 542 B71 BiG cccccacecchuweesstven GOO, Bi aadedence. 

= ———SS.5S———anananpl S| OF a LSS EES 

Total project costs. ................. 4, 515, 145}18, 800, 543) 17, 818, 147) 15, 111, 226) 21, 245, 726}25, 960, 400 

Indirect operational costs................. 952, 393) 2,069, 501) 1, 967,300) 1, 723,932) 1,827,815) 2, 163, 000 

Administrative costs..._..............-.-. 789, 233) 1, 622,479) 1, 725,475) 1,352, 273) 1,383, 510) 1,611, 000 
Technical Assistance Board (including | 

resident representatives). ............... 179, 475, 516} 1, 299, 500) 1, 277,311) 1, 356, 082) 1, 642, 000 

31, 376, 400 





Total obligations.................... 6, 436, 251) 22, 968, 129) 22, 810, 422/19, 464, 742126, 813, 133 
' 
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Taste III.—United Nations expanded program of technical assistance: Amounts 
obligated for country projects, by agency, 1955 


[Thousands of dollars] 


Afriea | Asia and; Europe 
Far East 


————- |§ |__| | | 


United Nations Tecuaienl As- 
sistance Administration -_..-.. 157.8 | 1,684.1 576.4 
eer Labor Organiza- 
Bulle doh Lao, 178.5 597.4 290.0 


neiccgutechss Laniasubaues 497.5 | 1,877.5 480. 7 
United: Nations Educational, 
Scientific and Cultural Or- 


ganization 
International Civil Aviation 


OUI i cccdp tin wtemenns 77.3 191.0 34.8 
World Health Organization. ... 490.6 | 1,333.8 129. 2 
International Telecommunica- 

SR ipioninsitintmencannadion 32. 6 63. 5 18.6 
World Meteorological Organi- 

Rh cabiscecdddddonabis 43.6 48.1 148 

WE itestmdspncamenias 


1,762.1 | 6,461.7 | 1,665.5 





Norte.— Does not include the costs of interregional programs. 


Source: United Nations Technical Assistance Committee, 8th Report of the Technical Assistance Board, 
Economic and Social Council, Official Records: 22d Session, supplement No. 5, New York, 1956. 


APPENDIX C 


(This outline was prepared by the staff of the special committee 
to serve as a eee for Stuart Rice Associates, Inc., in preparation 
of its report to cover subjects of interest to the committee. ) 


Foreign Arp Aorivities oF OTHER Free NatTIons 


Purpose.—This project will examine the activities of free nations 
(other than the United States), especially those of Western Europe, 
in providing military, economic and technical assistance to other 
countries. It will survey the extent of assistance which is provided 
by these free nations either directly or through international or 
regional cooperation, differentiating between aid to their politically 
dependent areas and to independent countries. It will examine the 
objectives and methods suiphaved in extending assistance. Finally, 
it will consider the extent and implications of coordination between 
the aid programs of other free nations and those of the United States 
with a view to more effective employment of United States aid re- 
sources in serving our national interests. 


1. How much assistance do other free countries extend to the rest of 
the world? 

A survey of the current aid programs of the principal free nations 
(other than the United States) which will throw light on the follow- 
ing matters : 

(a) Free countries extending military, economic, and techni- 
cal assistance and nations receiving such assistance. 
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(6) Kind and amount of assistance being extended on a bi- 
lateral basis by other free nations to their dependent areas and 
to independent countries (separately treated). 

(ce) Kinds and amount of assistance being extended by other 
free nations on a regional basis, as, for example, through the 
Colombo plan, Baghdad Pact, Southeast Asia Treaty. 

(d@) Amount being extended through programs of the United 
Nations and agencies thereof. 


Il. Why do other free countries extend foreign assistance? 

An analysis of the political, strategic and economic objectives 
which motivate other free nations in extending assistance to other 
countries. The section should cover the following: 

(a) The range of objectives which motivate aid to dependent 
areas. 

(6) The range of objectives which motivate aid to independent 
countries. 

(c) The range of objectives in extending aid through the 
United Nations and regional organizations. 

(zd) Comparison of objectives of other free nations in extend- 
ing aid and those of the United States (coordinate with project 2). 


ITI. What kinds of assistance do other free countries extend to the 
rest of the world? 


An analysis of the types of foreign assistance provided and the 
principal methods employed by other countries in extending it. It 
would include, but need not be limited to, the following: 

(a) Relative importance of military, economic, and technical 
assistance in the aid programs of selected foreign countries. 

(6) Relative importance of types of aid in programs of other 
countries (i. e., loans, commodity grants, cash grants, arms grants, 
low-price arms sales, etc.). 

(c) Techniques and extent to which other free nations en- 
courage private enterprise to extend foreign aid. 

(d) Comparison of the types of techniques of foreign aid ex- 
tended by other free countries, and by the United States, with 
analysis of the significance of similarities and differences. 


IV. To what extent are United States aid programs presently coordi- 
nated with those of other free nations? 


An examination of the present coordination of United States assist- 
ance programs with those of other countries. The section should 
cover the following: 

(a) Coordination through United States’ and other free na- 
tions’ participation in programs of the United Nations and its 
agencies. 

(6) Coordination through United States participation in 
regional organizations including NATO, Southeast Asia Treaty 
Organization, relationship to Colombo plan. : 

c) Informal coordination. 
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V. Would it serve the national interest of the United States to enlarge 
or restrict the coordination of American aid programs with those 
of other free countries: If so, under what circumstances? 

An analysis of the implications of an increase or decrease in coordi- 
nation of United States economic, military, and technical assistance 
be that of other countries. To consider the implications in terms 
oO as 

(a) Merits or drawbacks of further use of the United Nations. 

(6) Merits or drawbacks of further use of existing or potential 
regional organizations as an instrument for coordination. 

(c) The rate of development of underdeveloped areas. 

(d@) The capacity and need for other countries to contribute to 
development. 

(e) The effect of coordinated assistance by the United States 
and other free countries in stimulating intraregional self-help. 


O 





